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/ PERSPECTIVES OF FAR EASTERN DEVELOPMENT 
By E. Stuart Kirby. 


This is the tenth and final article of 
a series, begun in the FAR EASTERN 
ECONOMIC REVIEW on August 4th 
1949, discussing the general perspectives 
of the problem of economic develop- 
ment in the Far East. It will be devoted 
to a summary of the ground covered in 
this broad survey, and a statement of 
conclusions. 


A powerful desire for economic 
development is operative in all parts 
of Asia. It appears in Eastern Asia 
almost as a basic instinct of the age, 
profoundly distinguishing the present 
setting from the age-old apathy which 
prevailed until only a generation ago. 
For this state of feeling is extensive: it 
pervades all classes and communities. 
But it is also intense, because it is 
now vividly realised that social, cul- 
tural or other progress is not possible 
in the East without some preliminary 
advance in material respects. 

While reformers (of any school) may 
in the West think largely in terms of 
rearrangement, their comrades in the 
East must think essentially in terms of 
development. In other parts of the 
world, where economic conditions are 
even more “backward,” the ideas of 
reform and progress are still compara- 
tively vague and weak; but there is no 
doubt that Asia has entered an era in 
which collective consciousness of these 
issues is now a very important factor. 
Both Nationalism and Communism now 
build almost entirely on this impulsive 
desire for progress. 

Unfortunately, strong motives like 
these lead easily (in all parts of the 
world) to various forms of wishful 
thinking. The economist and _ the 
geographer must warn, in the first 
place, that all Asia is comparatively 
poor in essential resources. The com- 
parison is on the one hand with Am- 
erica or Europe, or even with that 
other main area of recent development, 
Russia. On the other, the comparison 
is with the great and growing needs of 
Asia’s vast and multiplying population. 
Asia does not contain the basic re- 
sources to permit the scale or kind of 
development attained by the Western 
and Northern areas; Asia’s minerals 
and sources of power are quantitatively 
insufficient, inconveniently located, and 


qualitatively unsatisfactory, by the 
standards of the older industrial re- 
gions. Yet it is heavy industrial 


development that is chiefly sought; in 
most people’s minds large scale industry 
in general, and metallurgy in particu- 
lar, has become the symbol of a pro- 
gressive and influential nation. An 
agrarian basis is taken (by those who 
know nothing of rural Denmark or 
Canada) to mean inferiority and stag- 
nation: in the current and_ semi- 
meaningless term of abuse, a “colonial 
or semi-colonial status.” Nevertheless, 
it is the agrarian problem that is 
actually the urgent and dangerous one, 
and its solution is a_ precondition of 
longer-term industrial plans. The agri- 
cultural situation is so bad that it is 
even an immediate threat to viability; 
insufficient food is produced, and the 
incidence of the increasing overpopula- 
tion is chronically on the agrarian 
sector, imposing Malthusian standards 
of wretchedness. Only a generalised 
and diversified pattern of development 
can furnish the means of checking the 
trend of diminishing returns and 
gradually restoring safety in this 
situation, which is really one of acute 
danger. 


One of the most remarkable events 
jin the present period is the virtual 
fusion. in the East, of Nationalism and 
Communism. Agrarian discontent gives 
them a common momentum; aspirations 
of industrialism give them their main 
ground in common. Only the right 
wing of Nationalism suggested that the 
needs and circumstances of Asia are 
different from those of Western coun- 
tries; because the extreme form of this 
view was reactionary, proposing a 
return to past conditions, it was con- 
demned altogether, though in _ its 
moderate forms it makes an important 
point. Another wide ground on which 
the Left and the Centre have joined in 
a united front is the cult of autarchism. 
Partly out of reaction from wartime 
circumstances of foreign domination 
and shortage of imported goods, the 
natural wish for Jocal self-reliance has 
exnanded into a desire for national 
self-sufficiency and a_ belief that full 
development (i.e. great industrialisa- 
tion) can be attained anywhere on a 
localised basis. The nationalist be- 
lieves his people are so great, his 


country so rich in potentials, that they 
may certainly do what others have 
done in this direction; the communist 
holds that the power of the workers (a 
classification which he easily extends 
to be synonymous with “the people”, in 
general) is so great that it can work 
the same magic everywhere under all 
conditions, Crude anti-foreignism sim- 
ply adds fuel to these fiames. 


There is no doubt that these ten- 
dencies are much inspired by the great 
example of the recent history of 
Russia. The fact is forgotten that 
Russia is a vast territory, comparatively 
rich in land resources and relatively 
underpopulated, where expansion was 
possible on the basis of extensive agri- 
culture. The Russians themselves are 
nowadays not allowed to remember 
the long years of privation that it cost 
them, nor the part played by the thou- 
sands of well-paid foreign “specialists” 
whom they employed, for the official 
doctrine of the now ultra-nationalistic 
Soviet Union is that Russian technology 
has for many centuries been in the 
vanguard of European science. Russia 
is today the most self-centred and self- 
contained state in the world; in the 
economic sphere, Russia has hardly 
any need of Asia’s products, and can 
make no significant contribution to 
Asian development. Russian looting of 
industrial equipment in Manchuria, 
and the personal conduct of Russian 
soldiers there, gave practical proof oi 
their intentions. 


It is very curious that while the 
West is criticised in every other respect 
in Russia and in Asia—its standards, 
values and practices being questioned 
in all sorts of ways—this does not apply 
to its technology, which is received 
with naive enthusiasm. But belief in 
that technology is of course indispens- 
able for the cultivation of the idea that 
industrialisation is easy, glorious and 
even pleasurable, and the conviction 
that it is attainable on a petty national 
basis. Politicians and publicists are 
heading the rush towards one of the 
greatest disillusionments in history, in 
promoting these illusions; the course of 
intensive accumulation of capital must 


in fact mean years or generations of 
penury, self-sacrifice, discipline, state 
control] and manipulation. For these 


the mind and mood of the people is in 
no wise prepared; rather, in the day of 
liberation, they expect immediate and 
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exorbitant benefit, and the utmost pér~ 
sonal freedom. Exaggerated propa~ 
ganda about foreign “exploitation” may 
also have a boomerang effect: workers, 
encouraged to believe that capitalist 
concerns extract surplus value at the 
rate of hundreds or thousands per cent, 
will expect proportionate returns from 
Socialised enterprises which are sup- 
posed to be run for their especial 
benefit. The leaders of these trends of 
thought must themselves share these 
illusions, or else they are cynically 
confident of maintaining control by 
their own methods when the inevitable 
disappointment comes. 


At the same time, and most incon- 
sistently, the Western world and 
America in particular are expected (by 
all but the over-confident extremely 
left) to furnish free and more or less 
unconditional “aid.” If one particular 
incident may be cited, as it is absolute- 
ly typical of the spirit of the age, the 
story may be told of one densely- 
populated and full-blooded Asian com- 
munity which, as the result of some 
educational propaganda about blood 
transfusion, unanimously passed a mass 
resolution that a free transfusion ser- 
vice should immediately be instituted 
locally—and a large stock of plasma be 
brought at once from Australia by air. 


The experience of relief and rehabili- 
tation grants so far has been rather 
unfortunate. But now something on the 
lines of a “Marshall Plan for Asia” is 


widely anticipated. Local pride is 
hyper-sensitive, and any suggestion 
that methods adopted in Western 


Europe may be inappropriate in East- 
ern Asia may be regarded as insulting. 
Enthusiasts wish to go in one leap from 
the simplest techniques to the most 
advanced; this applies not merely in 
engineering etc., but also in adminis- 
tration and economic theory. The most 
advanced achievements of internationat 
planning must be the models; and great 
skill is shown in attempting to apply 
the latest Western economic analysis to 
situations where its preconditions are 
lacking (i.e. in the bourgeois camp, 
where there is no complex and in- 
tegrated economic system; and in the 
Marxist camp, where there is no pro- 
letariat). 


Nevertheless, the European Recovery 
Programme is essentially a “pump- 
priming” device, an advance of work- 
ing capital to a group of “going 
concerns,” given in return for certain 
specific development undertakings 
actually involving a diminished depen- 
dence on the donor. It cannot be 
transferred to a case where the need is 
for basic capital for primary develop- 
ment, where quite different arrange- 
ments are necessary—and also different 
guarantees for the security of the 
investment. East Asia is very much 
léss compact than Western Europe, not 
merely in the geographical sense, but 
in the interchangeability of its mental 


and practical procedures; so nearly 
“federal” a basis, requiring supra- 
national bodies and much committee 


work—practically an international civil 
service—is hard to envisage in the East. 
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Still, some coordination and _ general 
planning can certainly be effected, 
possibly on a_ regional basis to start 
with, on lines foreshadowed by the 
work of the Special Commission in S.E. 
Asia, and by ECAFE. The advantages 
of a coordinated plan, as against a 
“free for all,’ or even successful re- 
gional development, are so obvious that 
no effort should be spared which can 
conceivably bring it nearer to realisa- 
tion. 


% * * 


Advocates of a more generalisea 
conception of development are likely 
to be Britain and Japan. Both these 
nations must “export or die,” they 
must seek the maximisation of trade 
and intercourse, and propose multila- 
teral expansion of economic activity, 
building up with capital that does not 
descend from heaven or Fort Knox, but 
must be currently earned and sav2d 
out of the extension of trade and 
ancillary services. They are main pro- 
viders of the transport and communi- 
cation which must more than any other 
factors, physically determine the tempo 
of Asian development. The impact of 
Japan on the outside world has to a 
great extent been screened by the 
circumstances of the occupation, and in 
particular by the Americans meeting 
the bill for Japan’s feeding and main- 
tenance. Occupation restrictions are 
rapidly being removed, and the Japan- 
ese pressed to earn their own living 
abroad; Eastern Asia will soon begin 
in feel again, on the commercial plane, 
the effects of the ingenuity and hard- 
workingness of the Japanese. This 
process of adaptation, indeed the whole 
‘economic history of Japan over the last 
‘eighty years, deserves the most care- 
ful study. Japan has given an  out- 
standing example of the assimilation of 
Western technique, but also some in- 
valuable lessons — and warnings — on 
the importance of internal stability. 
Japan’s light industries, with the form 
of organisation which ensures a proper 
integration of the rural and urban 
‘economies, represent a much sounder 
‘principle of development than some 
that are now fashionable; this principle 
of diffused development may yet pre- 
vail, if some of the distortions that 
arose in the past can henceforward be 
avoided. 

The possibilities of development 
should be so many-sided that Asian 
markets should give plenty of scope 
for all; if trade expansion is sufficiently 
great, and a_ reasonable division of 
labour can be arrived at, the British 
fear of Japanese competition should 
prove to be somewhat exaggerated, in 
the changed circumstances. The British 
interest in Asia appears entirely indis- 
pensable, from the point of view of any 
development prospects worthy of the 
name. The British Commonwealth and 
British institutions provide a frame- 
work without which overall develop- 
ment may indeed be impossible. The 
Sterling Area is the main and most 
convenient link between Eastern Asia 
and the world-wide economy, maximis- 
ing contacts with just those other 
countries whose needs are complemen- 
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tary to those of the East. Europe under 
the Marshall Plan soon discovered that 
within the orbit of the general dollar 
problem there was a secondary ques- 
tion of some importance to be dealt 
with; namely, the necessity for a 
separate scheme of sterling payments 
in inter-European and colonial settle- 
ments. A similar issue would certainly 
present itself in any general plan of 
Asian development. Moreover, experi- 
ence in overseas development activities 
in general, and particularly in factory 
techniques, banking, shipping, insur- 
ance and commercial practices, ad- 
ministration and many other matters, 
in the Orient and in all other foreign 
environments, is a sort of expertise 
more highly and widely developed by 
the British than by any other people. 


American funds and American energy 
could provide a tremendous impetus to 
the process of Asian development. The 
extent to which, by force of circum- 
stances, American aid and investment 
have been canalised in wartime and 
postwar conditions into governmental 
channels, easily leads people to forget 
that the underlying instincts and 
motives are still keenly individualistic. 
As soon as possible, the United States 
government may drop a controlling role 
which is fundamentally uncongenial, 
and American initiative may revert 
with comparative suddenness to a basis 
of full-blooded private enterprise in 
this field. American activities in com- 
mercial and industrial matters, govern- 
ed by the attitude of helping those who 
have it in them to help themselves, the 
belief that progress makes room for 
everyone, and confidence in the econo- 
my of high wages, could have a tonic 
effect and provide the dynamism that 
Asia needs. But this must be applied 
through just such a network as the 
British Empire position in the East 
provides, and its effect would be much 
widened if other areas in Asia would 
move towards a similar basis of re- 
ciprocity. An examination of the 
present trend of American private and 
“semi-governmental” investment (as 
distinct from subsidies and political 
loans). clearly shows its natural mis- 
trust of local particularism and nation- 
alist restrictionism. 


A planned policy in the form of a 
scheme of selective investment is an- 
other possibility. “Key points” might 
be chosen, either particular localities 
or special industries, where an injection 
of fluid capital might have the maxi- 
mum effect from a developmental point 
of view, and these might be given 
priorities and facilities accordingly. 
This shades easily—indeed, with dan- 
gerous rapidity, by political and other 
standards of judgment—into what has 
here been termed a “going concern” 
policy, ie. giving immediate backing to 
those countries or groups which are 
already well in the field and are credit- 
worthy from the investment point of 
view. This means in effect support of 
vested interests, discrimination, and in 
general the intensification of all the 
features of power-politics. The general 
objection to all such conceptions needs 
to be formulated also in another aspect: 
namely, that one of the exacerbating 
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ECONOMIC NEWS FROM THE UNITED STATES 


By E. Kann. 


(Los Angeles) 


(Special to The Far Eastern Economic Review.) 


Labour Troubles. 


As predicted in my last report negoti- 
ations meant to prevent the outbreak 
of the steel strike in America turned 
out unfruitful. Quite recently the 
walkout in the Goodrich Rubber plant 
was terminated. The strike in the Ford 
Motor plants was averted in the 
‘eleventh hour by granting a pension 
to the workers. But the Hawaii- 
an transport workers _ strike, the 
walkout of the soft coal miners, and the 
steel strikes are on. The consequences 
of this disaster can hardly be fathomed 
unless a speedy solution can be found. 

'To-day the steel industry is working 
at only 8 % of capacity. As can be 
shown, the impact of the coal and steel 
lay-offs is pyramiding frdm hour to 
hour. It will directly affect about 
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factors in the Asian situation is the 
unevenness of development, as between 
geographical, political and social group- 
ings. This unevenness has been in- 
creased, rather than diminished, by the 
effects of the war. Only an _ overall 
plan, involving a_ generalised and 
equalitarian conception of progress, 
can remedy this situation and check the 
centrifugal tendencies which are now 
apparent. 

The ultimate choice would seem to 
be between a general plan, in the 
spirit if not the form of the European 
Recovery scheme, and a tendency to 
disparate development on a_ Regional 
basis. South East Asia would more 
or less naturally from one Region, 
with special relation to the British 
sphere in the world outside. China, 
with Manchuria and North Korea, 
would be a component in the Soviet 
Bloc; in name and in reality, the ex- 
pression is alarmingly reminiscent of 
the way in which Japan advanced to 
world-aggression. Russian weakness in 
transport would mean its practical 
separation from the rest of the world. 
Japan, under the Regional dispensation, 
would necessarily continue to be in 
part diverted from her natural role as 
the workshop of Asia, and occupy an 
artificial position in the doJlar world. 
This is not to mention a_ third and 
greatly inferior alternative—which is 
that each country, or minor group of 
countries, should insist on the separatist 
and autarchical conception of self- 
development and self-sufficiency. Per- 
sistence in this course would probably 
bring a reversion to the economic 
conditions which prevailed at the very 
darkest hour of the years during which 
most of the Far East lay under Japan- 
ese occupation. Such a virtual break- 
down must never again be allowed to 
occur. It is necessary to strive continu- 
ally for a general plan, the true 
conditions of which are: cooperation 
and reciprocity. 
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100,000 white collar workers; further- 
more about 50,000 railroad workers. 
Monetary losses, due to the prevalence 
of these two strikes, amount to 30 
million dollars per diem, as far as the 
two industries are concerned. The loss 
in daily wages approximates 11 million 
dollars, as far as the 900,000 strikers 
are concerned. Of these 514,000 are 
steel workers and 380,000 coal miners. 

The motor car industry holds sup- 
plies of steel for about 6 weeks. Other 
industry, like machine shops, will be 
forced to discontinue work unless the 
two strikes are settled soon, Mean- 
while President Philip Murray threa- 
tens that another 500,000 steel workers 
are likely to join the strike at the end 
of the month unless his demands for a 
company-financed 6 cents pension and 
4 cents insurance are granted. 

There were unmistakeable signs of 
an economic recovery in the United 
States. These are now seriously being 
threatened by the inroads of those two 
major strikes. America witnessed an 
orderly retreat from inflation and had 
cause for seeing a small boomlet. Such 
‘wendencies are now endangered unless 
the strikes are beine settled within a 
month. And the termination of the 
one without the end of the other would 
not bring lasting benefits to America’s 
economic position. 

iAside from retail. stores, which are 
dependent on the clientele and buying 
power of the workers, and which now 
will not be able to sell much, the trans- 
port services, both railroads and motor 
vehicles, are bound to fee] the destruc- 
tive results of the walkouts first. It 
ought to be borne in mind that, in 
normal times, the steel industry and its 
direct customers, like auto manufac- 
turers, makers of home appliances, 
shipbnilders, etc. are paying 40% of all 
wages earned in manufacturing in this 
country. It is not difficult to imagine 
the havoe that would be caused by a 
forced shut down of these lines of trade, 
losses which would directly affect all 
retailers, the earnings of not only the 
entire industry, but also the railroads 
and, lastly, the collection of taxes by 
the Government. 

When it became clear that a peaceful 
settlement of the steel strike could not 
be reached, both the emplovers and also 
the workers attempted to justify their 
standpoint before the general public. 
‘The steel mills want the workmen to 
contribute toward the pension and in- 
smranee plan while the strikers insist 
that the entire project ought to he 
financed by the factory owners. When 
negotiations broke down, Mr. Philip 
Murray, after reviewing the sequence of 
the negotiations. issued the followine 
statement: “This commany” he said 
of U.S. Steel, “has stubbornly and ob- 
stinately refused to accept the board’s 
recommendations as a settlement of the 
dispute. This company, in complete 
disregard of the national interest, has 
said no to the board, :no to the union 
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and no to the President of the United 
States and to the American people. 
Our cause is just and righteous. We 
will continue this strike until a mutu- 
ally satisfactory agreement is arrived 
at.” The breakdown in contract talks, 
he said, “ends any hope of an early 
amicable settlement, which is a matter 
of the deepest regret to United States 
Steel.” 

The Ford Labour Settlement. 

An agreement was reached on Septem- 
ber 29 regarding the Ford pension plan, 
resulting in a win for labour. Ome 
must, take into account that a shut- 
down in the motor industry would hurt 
more than, for instance, the current 
strike in the coal mines. After all, 
there are appreciably large stocks of 
soft coal above the surface, sufficient 
for about 6 weeks’ consumption. But 
the auto industry still is very busy 
and prosperous. /Thhe weekly output of 
vehicles still exceeds 150,000 units. 
While one can now obtain, without long 
waits, delivery of most of the autos pro- 
duced in the States (some luxury vehi- 
cles, like Cadillac, excepted), the 
demand still is very brisk in this coun- 
try, for people of all walks of life pre- 
fer to drive. 

The Ford Company, forced by circum- 
stances, has set the example to the 
entire industry, and probably also to 
other manmfacturing lines. It has 
agreed to provide a pension of $100 a 
month to its workers if they succeed in 
living to the age of 65. The main diffi- 
culties of not only the Ford Company, 
but also the coal mine owners and all 
other industries agreeing to a pension 
scheme, are to start such schemes from 
scratch. In attempting this, it becomes 
obvious that it is difficult to create a 
big enough fund to meet the pension 
requirements of old-time workers who 
are entitled to go into retirement before 
sufficient funds are available. Amd 
only later on follows the problem to 
raise prices on motor cars, for not only 
has the basic material — steel — becom 
more expensive, but the new pensior 
project in the auto-industry equally 
demands higher charges, die to its con- 
tributions to the pension project. 

Accountants in the steel industry 
maintain that, at 6 cents an hour for 
2,000 working: hours per annum (as 
proposed by the steel fact-finding 
board) would take the concerns 80 
years to build up a large enongh pen- 
sion fund to keep it moving and to 
provide a $100 a month pension for 
every worker’ reaching a certain age. 
In other words, the industry is faced 
with serious headaches. But somebody 
will have to provide the means to fulfil 
the motor car ind@.istry’s promise to pay 
pensions: either the public using motor 
ears, or else the. American taxpayer. 

It goes without saying that the new 
Ford agreement is setting 9 goal to-day 
for millions of other workers. It is 
reliably estimated that the new pension 
plan, the result of 118 days bargaining, 
will cost Ford Company 20 niillion dol- 
lars a year. The new agreement runs 
to April 1, 1952. Under its terms em- 
ployees with 30 years Ford service and 
65 years of age can retire with monthly 
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pensions'of $100; they are forced to 
step out at the age of 68. Employees 
with less than 80 years service, or un- 
der 65, will obtain reduced benefits 
when retiring under the pension plan. 


Optimism in America. 

It would be futile to minimize the 
effects of America’s labour troubles. 
Yet, in spite of their existence, and 
notwithstanding Russia's progress in 
Atomie science, there is a good deal of 
optimism as to future economic pros- 
pects. Some months ago I gave my 
own opinion in these columns; culmina- 
ting in the conviction that 1949 will not. 
be at a disadvantage as regards 
business results, or at least dividend 
incomes, when compared with the 
excellent results of 1948. E'vents are 
proving that my surmise then was cor- 
rect. 

Unemployment during September 
showed a further decline in numbers, 
being then 3,350,000 people. Farm 
prices, though about 14% below the 
levels prevailing a year ago, rose 2% 
between. mid-August and mid-Septem- 
ber. 

One should have thought that the 
seriousness of strikes in America’s 
major industries, combined with the 
bombshell emanating from the Soviet 
atomic explosion, ought to have caused 
a serious recline in stock values at the 
New York Stock Exchange. But just 
the contrary is happening, for prices 
are being well-maintained and even in- 
ereased. ‘This fact is a proof of con- 
fidence in the country’s potentialities. 

Payment of dividends before the year 
end are likely to be prolific. Partly 
because business is being well main- 
tained, but also for other reasons. Dur- 
ing the past few years many of the 
large concerns retained profits either 
for plant extension and modernization, 
or else as reserves and additions to 
working capital. Niet earnings often 
were three to five times larger than 
dividends declared. By now plant ex- 
pansion and modernisation has been 
completed in most cases. Silent 
reserves have grown fast. So, the 
U. §. Treasury Department might step 
in and enforce such surtaxes on extra 
profits, to which it is entitled, by de- 
claving them unreasonable; this means 
that they ought to have been passed on 
as dividends to shareholders. 


This “threat” is one of the reasons 
as to why higher dividends migiht be 
declared in 1949, notwithstanding the 
smaller earnings when compared with 
1948. Amother plausible explanation is 
to be seen, ag already mentioned, in the 
termination of plant expansion and 
maintenance of unduly large inven- 
tories. 


According to the New York Stock 
Exchange authorities 873 corporations 
listed on the big board there took the 
following action on dividends during 
the first half year: 244 companies 
increased dividends; 474 concerns main- 
tained them at the old level; 118 
reduced the size of dividends, while 37 
deferred or eliminated them. 


INDUSTRIES IN 


PROBLEMS OF INDUSTRIAL 
RECOVERY IN THE FAR EAST 


The devastation and economic con- 
sequences of the war left the Far East 
in a condition little short of collapse. 
The low levels of production and trade 
contributed to the continuing political 
disturbances and unrest in many areas, 
and these in turn constituted a major 
obstacle to recovery. A smaller total 
production of food than prewar, cou- 
pled with a growing population, have 
changed the region from a net exporter 
to a net importer of food. This change, 
together with lower production of 
several important export and other 
products, declining world demand for 
several principal export products, and 
limited credit resources, has combined 
to make the foreign exchange problem 
extraordinarily acute and to restrict 
the funds available for importing goods 
and materials for reconstruction and 
recovery. The collapse of trade with 
Japan has also been a significant factor. 
The principal shortages of producer 
and capital goods which limit a more 
rapid recovery in production include 
agricultural requisites, rolling stock, 
mining machinery, equipment and 
parts, petroleum, raw cotton, wood and 
wood pulp, coal, iron ore and steel. 

Greater supplies of agricultural re- 
quisites would facilitate an improve- 
ment in food production. In particular, 
the potential requirements for chemical 
fertilizers are enormous. While a great 
amount of experimentation and in- 
struction in utilization are necessary, 
the vast man-power resources, the 
small scale of agricultural units, and 
the ever-increasing need to maximize 
yields, are all factors favouring in- 
creased use of fertilizers. This calls 
for an expansion of the capacity to 
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The U.S. Treasury is entitled to 
place a surtax of 271%% on the first 
$100,000 of wmnreasonably retained 
earnings, and 3814% on sums in excess 
of that. Rather than face such threats, 
most companies will prefer to pay off 
debts, make new investments and pay 
higher dividends. 


Dividends in Great Britain. 


By way of comparison one might 
vefer to recent dividend policy deve- 
lopments in Great Britain. ‘There the 
special tax on dividends was boosted 
Trom 25 to 30 %; that is, after an in- 
come tax of 45% was paid by the cor- 
poration, And if directors there put 
profits into reserve, an extra 10% tax 
is being extracted. Sir Stafford Cripps 
threatened to restrict dividend pay- 
ments by law in the event of companies 
failing to observe their voluntary 
maintenance of previous dividend 
levels. If private companies see that 
they have no more chance of. increasing 
profits, private industry is likely to go 
to seed. There is no more incentive 
when it is “verboten” to increase one’s 
income. The alternative seemingly is 
compulsion, if wot slave labour and a 
sort of totalitarianism. 
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THE FAR EAST 


produce fertilizers and an increase in 
its production of fertilizer materials. 
especially coal. With an expansion of 
food output, and especially with an 
expanded yield per unit of area, more 
resources could be devoted to the pro- 
duction of raw cotton. The region's 
supplies are far below requirements. 
and current imports, limited by short- 
ages of foreign exchange, fail to fill 
the gap. Consequently, second only to 
food, cotton textiles constitute the 
principal shortage among consumer 
goods. Not only must raw cotton sup- 
plies be increased, but spinning and 
weaving capacity must be substantially 
enlarged both in order to render the 
Far East less dependent on foreign 
sources and to raise cotton textile con- 
sumption to more adequate levels. The 
textile industry is admirably suited to. 
the natural advantages of the Far East. 

With a more rapid rehabilitation of 
oil wells and mines, mainly through 
the repair of existing equipment and. 
the installation of new equipment, 
greater production and export of min- 
eral products would be possible. How- 
ever, for most producing countries, 
imports, of machinery and equipment 
and foreign technicians are a_ pre- 
requisite. 

The railroads have suffered heavily 
from war damage and _ inadequate 
maintenance and replacement. The 
most acute need is for locomotives. 
Wagons and passenger cars are also 
inadequate in numbers, and many need 
repairs. 

In view of the general deterioration 
in their trading position the countries 
in the Far East should attempt to meet 
needs for steel products, machinery and 
equipment from own production to the 
greatest extent practicable. The basic 
materials needed are coal and iron ore, 
both of which are in abundance in 
parts of the region although current 
production is low. To expand output 
of coal and iron ore and to produce 
more steel are fundamental to economic 
recovery and expansion. Inasmuch as 
the region’s capacity to produce steel 
and machinery is currently concentrat- 
ed in China and Japan, most Far 
Eastern countries must import. China, 
however, except for a few items, has 
insufficient capacity to meet own needs. 

A significant factor affecting the 
course of recovery and expansion in 
the Far East relates to the utilization 
of Japan’s capacity| to produce steel 
and machinery. The characteristics of 
the prewar Japanese economy were, 
broadly, the import of food and raw 
materials, particularly raw cotton, the 
export chiefly of silk and cotton textile, 
and the large-scale production of steel 
and machinery for use within the 
Japanese Empire. Currently and by 
contrast the picture is one of a need for 
even greater food imports coupled with 
a catastrophic decline in silk and cotton 
textile exports. Japan may, therefore, 
have to turn to the export of steel and 
machinery, no longer needed either for 
extraordinary expansion of domestic 
capacity or for supplying a war ma- 
chine, in order to balance its interna— 
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tional accounts. Such a development 
has been, however, impeded by a num- 
ber of factors, notably the following: 
(a) There is, for one reason or an- 
other, reluctance among countries ‘of 
the region to renew trade with Japan. 
These reasons include the strong feel- 
ings generated by aggression, the fear 
of a resurgent Japan, the desire to take 
over markets once supplied by Japan, 
and the increasing availability of sup- 
plies from other parts of the world. 
(b) There is at present little surplus 
food available in the region for ex- 
change against Japanese steel products 
and machinery. (c) Raw material 
exports to Japan, especially iron-ore, 
coal, petroleum, and other mineral 
products are at low level. (d) Credit 
facilities are extremely limited, and all 
trade arrangements involve frequent 
periodic balancing of accounts in hard 
‘currencies. 


Japanese reparations have recently 
been terminated after the U.S. Govern- 
ment decided to promote and protect 
Japan’s economy. Only small quantities 
‘of reparations items have actually been 
shipped, and these have been chiefly 
machine tools from army and navy 
arsenals. 


Increased output of staple exports in 
face of declining or uncertain world 
‘demand will not solve the foreign ex- 
‘change problem in the Far East. It 
is more urgent to take the necessary 
‘steps, including the import of machin- 
ery and equipment, to increase produc- 
tion of food, petroleum, raw cotton, 
coal, steel, and machinery, the import 
of which currently calls for large out- 
lay of hard currency. 


* * * 


GENERAL TRENDS OF INDUSTRY 


China 


The outstanding exception to the 
general improvement in industrial pro- 
duction in the Far East during 1948 
was China, where the military and 
political situation resulted in economic 
deterioration. In the basic industries 
such as coal and steel, the low levels 
of output were little short of catastro- 
phic. Cotton textile production declined 
from 1947 levels but stood at about 85 


per cent of prewar output. Estimates 
of the production of several major 
commodities are as follows:— 

Item Unit 1947 1948 
Coal thousand tons 19,500 13,800 
Electric 

power million kwh 3,120 2,860 
Cement thousand tons 500 550 
Cotton 

yarn thousand tons 299 336 
Steel thousand tons 57 44 


Tin in ore thousand tons 


While estimates of production in 
China vary widely, it is nevertheless 
clear that the mining and heavy in- 


dustries were in a condition nearing 
collapse. Consequently those process- 
ing industries dependent on _ fuel, 


minerals and metals have been unable 
to operate effectively. The cotton 
textile industry, being centred in 
Shanghai and having obtained large 
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quantities of raw cotton from abroad, 
has ‘been able to operate at much less 
abnormal levels than other major in- 
dustries. 


Before the war, trade between Janan 
and China, especially North China and 
Manchuria, had attained large pro- 
portions, and the economies had be- 
come toa considerable degree inter- 
dependent, The collapse of that trade 
has had a severe impact on both coun- 
tries, and has been a major factor re- 
tarding industrial recovery. 


The expansion of the military arena 
during 1948 further disrupted the 
transportation system with the result 
that the flow of goods and materials 
from one area to another declined. 
The galloping inflation was another 
major obstacle to recovery. 


Japan 

The greatest increase in production 
during 1948 in the Far East was 
achieved in Japan. Having a relatively 
great capacity lying idle for want of fuel 
and raw materials, Japan’s industrial 
economy responded quickly to increas- 
ed supplies of coal, iron-ore and 
several other basic materials, While 
the over-all index of industrial pro- 
duction during the year advanced by 
43 per cent, manufacturing industries 
other than textiles increased production 
by 56 per cent. This sharp advance 
was led by the iron and steel industry 
as a result of increased supplies of coal 
and iron ore. The greater supply of 
coal and iron and steel brought about 
substantial increases in the machinery 
and metal products industries generally. 
The fact that coal is the life blood of 
modern industry was amply demon- 
strated in Japan in 1948. Stimulated by 
a series of top priority programmes laid 
down by the control authorities to re- 
habilitate the coal mines, coal produc- 
tion in 1948, reached 33.7 million tons, 
or 24 per cent above 1947 output. In 
addition, although exports rose from 
815,000 to 1,190,000 tons, coal and coke 
imports rose from 33,000 to 1,170,000 
tons (mainly from the United States 
and Canada). Thus the net supply in 
1948 was about 27 per cent greater 
than in 1947. Through a_ rigorous 
allocation programme, more than half 
the increased supply was channelled to 
manufacturing industries other than 
textiles, so that they received 12.2 
million tons in 1948 against 8.45 million 
tons in 1947. 

The iron and steel industry received 
the lion’s share of the increased coal 
supply. With respect to iron-ore, al- 
though domestic production advanced 
only 8 per cent to 535,000 tons, supplies 
were supplemented by imports of 
550,000 tons (mainly from stockpiles in 
South China) which compared with no 
imports at all in 1947. The greater 
supplies of coal and iron ore not only 
resulted in more efficient operation of 
the industry per unit of fuel, but also 
in an advance of pig iron output from 
360,000 tons in 1947 to 805,000 tons in 
1948, while crude steel output rose from 
936,000 tons in 1947 to 1,705,000 
tons in 1948. (Scrap consumption by 
the industry rose from 1,020,000 tons in 
1947 to 1,553,000 tons in 1948). 
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Greater supplies of iron and steel, as 
well as coal, brought about an estimat- 
ed increase of 75 percent in the output 
of machinery. Other main industries 
benefiting directly from the increased 
coal suvply were ceramics and chemical 
fertilizers. For example, cement pro- 
duction increased by 600,000 tons or 48 
per cent, and ammonium = sulphate 
production advanced by 31 per cent. 


Some advances in textile output 
occurred during 1948. Cotton fabrics 
advanced from 550 million square 


metres to 770 million square metres, 
but this was due mainly to delayed 
production of fabrics from 1947 on ac- 
count of the time lag between the spin- 
ning of yarn and weaving of fabric. 
Cotton yarn production in 1948 at 125,- 
000 tons was only 2 per cent higher 
than in 1947. 


Production of rayon yarn of 16,780 
tons and staple fibre of 15,900 tons 
exceeded 1947 output by 136 per cent 
and 83 per cent respectively, principally 
as a result of increased supplies of pulp 
and imports of salt for manufacture of 
caustic soda. Production of raw silk 
increased by 21 per cent to 670 tons. 


Generation of electric power by the 
public utilities increased from 29,400 
million to 31,700 million kwh. Of the 
increase, 900 million kwh. resulted 
from the increased allocation of coal to 
thermal plants. Inasmuch as an addi- 
tional million tons of coal were required 
to increase the power supply by only 
3 per cent, the value of the allocation 
may be open to question, Commercial. 
and industrial consumption in 1948 was 
estimated at 75 per cent and residential 


consumption at 24 per cent of total 
consumption. 
Japan’s progress in 1948 has been 


impressive, but when compared with 
prewar levels, it is clear that the Jap- 
anese industrial economy has a long 
way to go toward recovery or full 
utilization of capacity within the limits 
laid down by the Far Eastern Commis- 
sion. The general index of output of 
major industries, with 1938 as base, 
stood at 31 in 1948; the production in- 
dex for coal and ammonium sulphate 
however stood at higher levels, i.e., 69 
and 83 per cent respectively. Mainten- 
ance of the rate of recovery in Japan 
is contingent mainly upon continuing 
increases in domestic coal production 
and in imports of basic raw materials 
such as iron ore, coking coal, petroleum 
products, raw cotton, wood pulp, salt 
and other ores and metals. 


Burma 


Before the war, Burma was the 
largest producer in the Far East of lead 
and zine and the second largest pro- 
ducer of petroleum. Most of Burma's 
lead and zinc resources are concentrat- 
ed in the rich Bawdwin mine near 
Lashio while tin and wolfram come 
from a number of smaller mines in the 
southern peninsula. Wartime destruc- 
tion of the mines and wells was so 
thorough, postwar conditions so un- 
settled, and shortage of capital goods 
so acute, that little recovery in produc- 
tion has yet been achieved. The great 
destruction suffered by the rail and 
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water transport systems has also been 
a limiting factor. In 1948, production 
of lead, zinc and petroleum was only a 
fraction of prewar; however, it is re- 
ported that progress was made in the 
rehabilitation of machinery and equip- 
ment in the oil fields. There has been 
some degree of recovery in the produc- 
tion of tin and wolfram, although. rates 
of output are only about 20 to 30 per 
cent of prewar. Handicraft industries 
constitute an important part of Burma’s 
economy. Considerable progress is 
reported during 1948 in the output of 
these industries especially in cotton 
textiles, 


Indochina 


Indochina’s industrial production in 
1948 registered marked improvements 
in several lines over 1947 levels, es- 
pecially in the northern area. Progress 
in the reconstruction of industrial plant 
was the primary factor in the improve- 
ment of production. Civil unrest and 
disturbances and shortage of fuel and 
power, however, continued to be major 
obstacles to more rapid recovery. 
Shortage of man-power and mine sup- 
plies as well as unfavourable weather 
prevented a greater output of coal, al- 
though installation of new equipment 
and repair work proceeded §satisfac- 
torily. Production of 339,000 tons was 
36 per cent more than in 1947 but re- 
presented only 15 per cent of 1938 
output. Estimates place 1949 output at 
420,000 tons. Cement production of 
97,000 tons compared favourably with 
the 1947 figure of 40,000 tons but re- 
mained below the prewar level of 
266,000 tons. Production in 1949 is 
expected to be about 150,000 tons. 
Shortages of fuel and power and occa- 
sional fighting in the area of the lime- 
stone quarries limit a greater volume 
of production. Production of alcohol, 
soap, glass bottles, beer, ice, oxygen, 
acetylene, and carbonic acid was sub- 
stantially increased over 1947 levels 
but did not approach prewar output. 
With improved supplies of lumber and 
cement, new building construction con- 
tinued to increase. Salt production of 
64,000 tons showed a_ substantial im- 
provement over the 1947 output of 
41,566 tons, the entire increase occur- 
ring in South Annam, but was less than 
4 per cent of prewar. Similarly there 
was improvement in cotton textile 
production, but output was only a 
fraction of prewar. Many important 
sectors of the mining industry contin- 


ued to be inactive, particularly tin, 
tungsten, manganese, iron-ore, and 
phosphate rock. 
Indonesia 

Substantial progress in industrial 
rehabilitation took place in Indonesia 


during 1948; in this, ECA funds allocat- 
ed to Indonesia played an important 
part. On the other hand, continuing 
political difficulties acted as a brake on 
recovery. Rehabilitation of the tin 
mining industry proceeded to the extent 
that 1948 output equalled the prewar 
level and was almost double that of 
1947. Petroleum production also ad- 
vanced impressively but remained well 
below prewar. Production of bauxite 


increased five-fold over 1947 _and ex- 
ceeded prewar levels. Electric energy 
generation rose to half the prewar 
level, an increase of 50 per cent over 
1947. The transportation system was 
also improved during the year, particu- 
larly in respect of inter-island and 
coastwise shipping. Shortage of _coal 
and electric power, however, continues 
to retard a more rapid rate of recovery 
in many of the smaller scale industries, 
e.g., metal working and textiles. A 
number of such industries which rely 
heavily on imported raw materials, are 
not yet operating at full capacity be- 
cause of foreign exchange shortage. 


Philippines 


Recovery in the Philippines continued 
during 1948, bulwarked by large dollar 
expenditure by the United States. 
Lumber production reached prewar 
levels, advancing by 40 per cent over 
1947, Electric power generation (Manila 
only) was 40 per cent higher than in 
1947 and more than double prewar. 
Coal production, estimated at 88,000 
tons, exceeded prewar levels by more 
than 25 per cent. Much slower recovery 
was achieved in other branches of the 
mining industry. Iron-ore production, 
which exceeded 900,000 tons prewar, 
was insignificant. Gold output of 
200,000 ounces was only about 20 per 
cent of prewar. Copper and manganese 
likewise were at relatively low levels. 
Nevertheless, the mining industry 
showed marked advances over 1947. 
Cotton textile production registered 
improvement but continued to be well 
below requirements. Restoration of 
road and water transportation was 
almost completed, but the railroads 
continued to operate below prewar 
capacity. As a result of severe war 
damage, especially in Manila, there is 
still an acute demand for new building 
construction. Consequently, during 
1948, with the availability of ample 
funds and increased supplies of cement 
and lumber, building construction as- 
sumed boom proportions. 


Malaya 
Before the war, Malaya was the 
world’s largest producer of fin, ac- 


counting for about one-third 'of the 
total supply. During the war the in- 
dustry suffered extraordinary damage. 
Since the end of the war special efforts 
have been put forth to rehabilitate the 
mines, and great progress has been 
made in the installation of machinery 
and in repairs. Production of tin in ore 
in 1948 of 45,700 tons slightly exceeded 
1938 output, was 167 per cent of 1947, 
and 54 per cent of the record 1940 out- 
put. In contrast, small progress has 
been registered in the rehabilitation of 


the iron-ore mines. Production was 
less than one thousand tons in 1948 
against 1.7 million tons prewar. Coal, 


most of which is consumed by the rail- 
roads, showed a notable increase in 
1948. Production of 375,000 tons was 
166 per cent of 1947 and 72 per cent of 
prewar. Tin metal production increas- 
ed from 30,000 tons in 1947 to 50,000 
tons in 1948, but was still less than 
half the record output of 1940. Malaya’s 
manufacturing industries, apart from 
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tin smelting and edible oils, are mainly 
of a small-scale character, producing 
principally for local needs. In general 
these industries made further progress 
during 1948. 


Siam : 

Industrial expansion in Siam is ham- 
pered by fuel shortages. The electric 
power capacity in Bangkok, damaged 
severely in the war, has not yet been 
rehabilitated, and power supply is 
totally inadequate. Plans for hydro- 
electric development are being pushed 
forward but realization will take con- 
siderable time. The railroads consume 
a great quantity of wood ? fuel, and 
domestic cooking and heating depend 
largely on charcoal. As a consequence 
of the large consumption of wood for 
fuel, the forest areas are being denud- 
ed. Tin production increased in 1948 
to 4,300 tons in contrast with 1,400 tons 
in 1947 but was only 30 per cent of the 
prewar output. The tin mines are still 
in need of substantial rehabilitation 
and replacement of machinery and 
equipment. Cement production in 1948 
which amounted to 84,000 tons, was 42 
per cent more than in 1947 and only 
16 per cent less than the prewar aver- 
age. The increasing production and 
export of rice and, with it, Siam’s in- 
creasingly favourable balance of pay- 
ments position, indicate a further 
improvement in industrial activity 
during 1949. Vigorous steps are being 
taken to improve the transportation 
system. Expansion of electric power 
capacity is under way, and the textile 
industry is being enlarged. 


* * * 
PRODUCTION OF MAJOR 
INDUSTRIES 


(1) IRON AND STEEL 


As in all major industries, Japarr 
remains the largest manufacturer of 
iron and steel in the Far East. This 
was the result of utilization of in- 
digenous coal and iron deposits, deve- 
lopments in the use of scrap, and 
imports of ore, pig-iron and coal from 
several Far Eastern countries. During 
the war Japan attained a peak pro- 
duction of 7.8 million tons of steel. 
Reduction of Japanese production from 
that level to the 1948 level of 1.7 mil- 
lion tons is the biggest single factor in 
the tremendous decline in the steel 
output of the Far East. Japanese pro- 
duction has fallen from prewar and 
wartime levels because of shortage of 
high-grade ore, shortage of coal, de-— 
terioration of plant, and scarcity of 
refractory materials. Japan’s main 
sources of iron-ore, particularly Malaya, 
the Philippines and China, have all 
experienced drastic declines in output. 
During 1948, however, Japan entered 
into several agreements with countries: 
to obtain a larger share of their iron- 
ore, and consequently made consider- 
able progress, increasing production of 
steel by 82 per cent over 1947. 

Growth of the iron and steel industry 
in China centred on the large iron and 
steel plants in Manchuria and North 
China. It was this development which 
made China the second largest manu- 
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facturer of pig-iron in the Far East. 
The great destruction of iron and steel 
plants in North China and Manchuria 
as a result of the war severely reduced 
China’s capacity. On account of con- 
tinuing unrest, shortage of coal and 
ore, and transport difficulties, China 
has not been able to restore output 
either in Manchuria or in other areas, 
and 1948 production of iron and steel 
was negligible. 


The decline in the iron and steel in- 
dustry of the Far East is one of the 
most important factors responsible for 
the low level of production both in 
industry and agriculture. The shortage 
of iron and steel is holding up the 
rehabilitation and expansion of indus- 
trial plant and transport systems and 
the production of many agricultural 
requisites, Even the construction of 
housing is being adversely affected. 


Iron and Steel Production 
(thousand tons) 


Prewar 
average Previous 


(1935-39) peak 1947 1948 
Pig Iron: 
China 1,535 2,466 6 11 
Japan 2,400 3,000 360 805 
Steel (ingots or crude): 
China 810 — 57 44 
Japan 5,300 7,824 936 1,705 
(2) CEMENT 


In all countries in the Far East out- 
put in 1948 fell short of prewar output. 
The greatest decline in production has 
taken place in Japan, where consider- 
able capacity is idle. Cement produc- 
tion has declined simultaneously with 
the decline in the supply of coal. 
Considerable efforts were made in most 
countries to increase production of 
cement in the current year on account 
of its importance in industrial and 
transport rehabilitation. However, 
owing to coal shortage, nowhere is 
capacity fully employed. Japan’s rated 
capacity of nearly 6 million tons pro- 
duced only 1.8 million tons in 1948. 
Against the rated capacity of about 
160,000 tons in the Philippines, produc- 
tion was only 115,000 tons. Similarly 
in Indochina, where rated capacity is 
300,000 tons, production in 1948 was 
only 97,000 tons. 


Cement Production 
(thousand tons) 


Prewar 
average Previous 


(1935-39) peak 1947 1948 
China 710 1,000 500 550 
Japan 5,700 6,048 1,236 1,830 
Philippines 150 190 134 115 
Siam 100 120 59 84 
Burma 50 67 — — 
Indochina 266 —_ 40 97 
Indonesia 211 240 168 — 
(3) COTTON TEXTILES 


Cotton textiles are the premier in- 
dustry of the Far East, whose produc- 
tion of cotton textiles has declined in 
relation to prewar. This has been a 
result of shortage of raw cotton sup- 


plies and a decline in manufacturing 
capacity. This decline was concen- 
trated almost entirely in Japan. 


Mill Consumption of Raw Cotton 
(million bales) 


Country 1937-38 1946-47 1947-48 
Japan... ss 3.45 0.73 0.61 
China i....cca 3.08 2.87 2.90 


Spindle capacity in Japan has been 
drastically reduced, from 11.5 million 
in 1939 to 4 million in 1948, and in 
China declined from 5.1 million to 4.9 
million. Other countries have re- 
latively small spindle capacity. Cur- 
rently the number of spindles in Hong- 
kong is over 200,000, in Indonchina 
130,000, Philippines 20,000 and Indo- 
nesia 2,000. 


Mill Production of Cotton Yarn 
and Fabrics 


Cotton Yarn 
(thousand tons) 


1938 1947 1948 
Japany races 553 122 125 
Chinag Psat eee 394 299 336 
Cotton Fabrics 
(million metres) 
1938 1947 1948 
HINA joe. Sass sk 940 770 860 
READE ae kale acts 2,760 550 770 
In Japan, even with the reduced 


plant, capacity production has not been 
attained. The main factors preventing 
greater production in Japan are, on the 
one hand, unavailability of adequate 
supplies of raw cotton from non-dollar 
sources and on the other hand the in- 
ability to sell greater amounts of tex- 
tiles for dollars with which to procure 
raw cotton from dollar sources. In 
China the cotton textile industry is 
concentrated around Shanghai. Short 
supplies of cotton, fuel and power have 
been obstacles to full utilization of 
capacity, and 1948 output of yarn was 
only about 85 per cent of prewar. At 
the end of the war the Japanese- 
owned textile mills were taken over 
and operated by the Chinese Govern- 
ment. 

Production of cotton cloth in the Far 
East is concentrated in China and 
Japan. However, appreciable amounts 
are produced in other countries. For 
example, in 1948 Indochina produced 
(in million metres): 2.8, Indonesia 18, 
Philippines 11 and Hongkong 28 mil- 
lion. 


(4) SILK 

In the development of the world’s 
silk industry Japan has played a major 
role. Before the war, mulberry area 
accounted for about 10 per cent of its 
total cultivated land, and silk for 12 
per cent of the total value of its agri- 
cultural products. In China, on the 
other hand. since 1928, civil warfare 
and Japanese invasion have resulted in 
extensive damage to the silk industry. 
As raw silk production advanced in the 
Far East as a whole, commercial con- 
sumption of silk came to be concen- 
trated in the high-income areas of the 
world. The United States was the 
principal consumer in the world silk 


market. Japan, with China_ second, 
was the main supplier to the United 
States, silk constituting about 40. per 
cent of its total exports up to 19: 0. 
However, during the 1930’s the domin- 
ant share of silk in Japan’s exports 
declined sharply as a_ result of 
diminished demand and falling silk 
prices. A significant factor in the de- 
cline in the United States consumption 
of silk from the 1929 peak was the 
progressive displacement of silk by 
synthetic fibres. Since the war, sales 
of silk in the United States market 
have been at very low levels, and 
prices have been lowered on_ several 
occasions. The degree of displacement 
of silk by synthetics is revealed by the 
fact that in 1946 the share of silk in 
the total output of women’s ‘hosiery in 
the United States was only 4 per cent 
as compared with 76 per cent in 1940. 
Since 1940, the need for maximum 
food production led the Japanese Gov- 
ernment to a drastic curtailment of 
mulberry area. Simultaneously cocoon 
production declined and a large-scale 
dismantling of reeling machinery was 
carried out. In China the Japanese 
occupation authorities pursued a policy 
of uprooting the silk industry. It has 
been estimated that 63 per cent of 
reeling capacity in China was scrapped 
between 1943 and 1946, and cocoon 
production declined by 87 per cent 


(5) MACHINERY 


All the Far Eastern countries have 
small-scale metal-working industries 
for fashioning tools and equipment. and 
making repairs needed by local indus- 
tries. All have railroad workshops 
and several have large ship repair 
facilities. However, the production of 
machinery on a large scale is carried 
on only in Japan and China. While 
political developments and shortages of 
steel and coal sharply reduced produc- 
tion in China, the year 1948 witnessed 
important advances in machinery pro- 
duction in Japan. 

In Japan machinery production 
advanced generally over 1947 levels 
but remained below prewar output. 
The increased supply of coal and steel 
was largely responsible for the gains; 
nevertheless a great part of total 
capacity cannot yet be utilized because 
of coal and steel shortages. Following 
is the Output of Selected Machinery 
Preducts in Japan (in units):— 


1947 1948 
Machine tools ...... 5,720 8,050 
Railroad locomotives 168 36 
Railroad freight cars 860 4,300 
Sewing machines 79,300 179,000 
Cotton textile looms . 11,885 36,837 
Bicyelés) Sencnsscces 314,000 830,000 
Motor trucks’ =...) « 9,300 15,800 
Diesel engines ..... 18,300 22,500 
Steel coal mine cars . 7,100 15,000 


(6) CHEMICALS 


In the Far East chemical production 
is concentrated in Japan. Small quan- 
tities are produced in China. Although 
salt, a basic raw material, is produced 
in a number of countries in the region, 
both from evaporation of sea water and 
from mining deposits, inadequate coal 
supplies and electric power capacity, 
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except in Japan, limit a rapid develop- 
ment of the chemical industry. Japan's 
chemical industry in 1948 consumed 3.9 
million tons of coal and 4,600 million 
kwh. of electric power. " While 1948 
production of chemicals was substan- 
tially greater than in 1947, it was only 
25 per cent of the 1938 level. Rayon 
production advanced by 100 per cent 
but reached only 13 per cent of the 
1938 peak. Although weaving of rayon 
yarn is carried on in a number of 
countries of the region, Japan is the 
only producer of the yarns and fibres. 


Salt, in a number of countries, in- 
cluding China, Siam, Burma and Japan, 
is produced on a large scale from the 
évaporation of sea water. Much of the 
salt supply of the region, however, is 
mined from salt deposits, China being 
the chief producer. China is normally 
a net exporter of salt, and Siam also 
produces an export surplus. 


(7) ELECTRIC POWER 


War damage to plants and lack of 
fuel constitute the main limitations to 
full utilization of capacity. This is the 
case in Siam, for example, where in 
the absence of coal and oil, more rice 
husks and firewood are used for fuel 
than prewar. Power is rationed by 
shutting off current in certain areas for 
several hours during the daily peak 
periods of demand. 


Postwar Electric Power Capacity 
(Thousands KW (per 


Population of thousand 
(million) KW) persons) 
Japan 718 8,539 109 
China 461 1,332 2.88 
Indonesia 69 350 5.07 
Malaya 5.8 120 20.68 
Philippines 19.5 108 5.53 
Hongkong 75 72 41.14 
Indochina 27 46 1.70 
Burma Ly 30 1.76 
Siam 17 16 0.94 


In China coal shortages and spread- 
ing civil warfare have dealt severe 
blows to the industry. In Shanghai, 
because of the growing shortage of 
coal, many boilers were converted to 
fuel oil burners. Supply of power in 
1948 fell sharply behind industrial 
demand. 


In the Philippines, there has been 
a marked improvement both in capa- 
city and generation since the war, 
capacity increasing by 24,000 kw. The 
improvements were mainly due to the 
fact that after the liberation, vigorous 
steps were taken by the United States 
Army, the National Power Corporation, 
and by private enterprise to restore 
damaged power plants. The load 
growth, however, has increased to a 
phenomenal extent. For example, in 
the Manila area, the current demand 
is twice prewar in spite of the fact 
that there has been a suspension in 
the operation of electric street cars, 
that a large number of houses have 
been destroyed, and that many small 
factories are still not operating. 
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Occupational distribution of gainfully employed population 


Profes- 
Trade _ sions 

Conic adeniiaat mets 

i - - - nNS= m= a = = 
Ore Re dacs mort : onenes tration vice Other Total 
Burma (1931) .... 69.5 0.6 10. 3.6 8.9 4.5 0.7 1.4 100 
Indonesia (1930) 68.8 10. 1.5 6.2 3.3 9.6 100 
Japan (1947) 52.3 2.0 21. 4.5 7.2 7.2 5.3 100 
Korea (1944) .... 73.0 2.2 6. 1.6 4.2 2.8 9.4 100 
Malaya (1931) ... 60.7 12.3 63. ~ 10-7 3.2 6.8 100 
Philippines (1939) 68.8 0.9 11. 3.8 5.1 3.0 6.2 0.9 100 
Siam (1937) ..... 88.6 0.2 ig 0.9 5.3 1.6 1.2 0.3 100 


Proportion of gainfully occupie d population in total population 


Date of 

Country census 
Burma 9 vei sae oe 1931 
THOOnCSIA cst cierto er 1930 
BES of: ye Weets alatd oro cians Ulotoe 1947 
WROrEa” each e ie Saete cose 1944 
Malaya aden voce crn ctave 1947 
Philippines: “"si..02 05-1 1939 
SIAM es sretieie hetereiciatcrae sore 1937 


Labour Supply and Recruitment 


Labour in countries such as China 
with heavy pressure of population on 
the land is largely indigenous. Only 
in newly developed lands, mainly in 
South-east Asia, does alien immigrant 
labour, usually Chinese and Indian, and 
to a small extent Javanese, play an 
important role. Such labour is mainly 


Generation of Electric Power 
(million kw.) 


1938 1947 1948 
China nner 3,130 3,120 2,860 
JAPAN Wo csige.r 30,900 32,400 34,800 
Manila ..... 145 258 364 
Bangkok .... 35 45 44 


In Japan, where the bulk of capacity 
is hydro plants, and steam plants are 
used largely for standby purposes in 
the drier seasons, coal shortages have 
limited full utilization of thermal plants. 
However, inasmuch as generation and 
consumption of electric power are far 
ahead of general industrial production, 
and thermal capacity is only a small 
part of the total, electric power capa- 
city and supply do not constitute a 
significant limitation to an expansion 
of economic activity. 


The main immediate problem of 
other countries in the Far East is to 
replace worn-out and damaged ma- 
chinery and to find adequate supplies 
of fuel. Requirments for electricity 
have been growing considerably and 
this has increased the pressure on ex- 
isting capacity. Except in Japan, 
scarcity of electric power is an im- 
portant deterring factor to industrial 
recovery and expansion. 


Total population 


Gainfully occupied population 
Number 


(thousands) (thousands) Per cent 
14,667 6,231 42.5 
60,727 20,871 34.4 
78,627 34,222 43.5 
25,120 10,271 40.9 

4,903 2,000 40.8 
16,000 5,320 33.2 
14,464 6,824 47.2 


found in factories, mines and planta- 
tions, and is engaged in the production 
and processing of raw materials for 
export. 


Of the estimated 8 to 9 million 
Chinese emigrants residing abroad, 
over 90 per cent is concentrated in 
Siam, Malaya, Indonesia, Indo-China, 
Burma, the Philippines, and Hongkong. 
In Hongkong labour is entirely Chinese. 
In Bangkok, Siam’s only industrial 
centre, labour industrial establishments 
of all kinds in 1947 was 66 per cent 
Chinese and 34 per cent Siamese. In 
Singapore in 1946, 62 per cent of the 
wage-earners were Chinese, 21 per 
cent Indian and 17 per cent Malay, 
Javanese and others. In North Borneo, 
in establishments employing 20 or more 
workers, indigenous labour constituted 
57 per cent. Chinese 27 per cent, 
Javanese 13 per cent and others 3 per 
cent, in the third quarter of 1948. In 
Indonesia in 1930, Chinese immigrants 
constituted the largest alien group, 
forming 2.03 per cent of the _ total 
population, as compared with 0.19 per 
cent for other Asians, and 0.40 per cent 
for Europeans. In Manila, the indus- 
trial centre of the Philippines, Chinese 
immigrants numbered 170,090 out of a 
total alien population of about 74,000. 
In Indo-China in 1936, Chinese immi- 
grants also constituted the largest alien 
group representing 1.42 per cent of the 
total population. 


In the Malayan Federation and 
Burma, Indian labour is more impor- 
tant. In the Federation of Malaya in 
1947, 46 per cent of the labour in 
estates, mines, factories and govern- 
ment departments was Indian, 32 per 
cent Chinese, 17 per cent Malay, and 
5 per cent Javanese and others. In 
Burma in 1931, 9.4 per cent of the 
total employed population was Indian, 
and 1.5 per cent Chinese; in certain 
activities, the percentage of Indian 
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labour was much higher, e.g., 16 per 
cent in industry, 37 per cent in mining, 
and 45 per cent in transport. In the 
Federation of Malaya and Burma the 
Indian immigrants are predominantly 
transients who work for a period and 
return to India with their savings. The 
tendency seems now to be_ towards 
making it more difficult for Indians to 
acquire rights of permanent residence. 
But the shortage of indigenous labour 
for plantations, mines and large scale 
agricultural development may lead the 
Governments to encourage a_ greater 
movement of Indian labour for tem- 
porary employment. 

In China and Japan, industrial 
labour supply is primarily derived from 
overcrowded villages. These workers. 
however, are not completely divorced 
from their original preoccupation with 
agriculture; as a result, the relation be- 
tween industrial and agricultural em- 
ployment is close. It is not uncommon 
in China for farm workers to migrate 
to mines and factories during the slack 
agricultural season. This close re- 
lationship between industrial and 
agricultural employment necessarily 
results in a great deal of absenteeism 
and high turnover of labour. Because 
of the seasonal and migratory charac- 
ter of industrial labour supply and the 
consequent high proportion of absten- 
teeism and turnover, it has been a 
common practice whether using local 
or immigrant labour, to hire contractors 
whose function is to recruit labourers 
from over-populated villages or from 
other countries having surplus labour 
available for emigration to less-crowded 
areas. These contractors usually keep 
on hand a large labour force of which 
a part is unemployed until required for 
service. Chronic under-employment 
under this system can only be rectified 
when the need for it is removed by 
better methods of recruitment and by 
the absorption of surplus population 
through industrialisation. 

Since the war, a start has been made 
in the direction of better methods of 
‘labour recruitment and employment. 
Among these is the establishment of 
labour, exchanges on the part of gov- 
ernment and _ business. In China 
labour exchanges increased from 498 
in December 1947 to 710 in June 1948 
of which about 40 per cent were estab- 
lished by the Government. Complete 
returns from seven exchanges for 1947 
show that as against 53,225 applica- 
tions for jobs, there were 11,505 offers 
and 7,763 placements. These data are 
significant in showing that, while 
applications exceeded offers by almost 
four times, placements were only two- 
thirds of the offers made. There is 
evidently need for a greater number of 
employment exchanges as well as for 
more ample facilities for training un- 
skilled workers seeking trained posi- 
tions. 


Labour Productivity 

Recovery of productivity has been 
slower in the Far East than in Europe. 
Productivity is low in the Far East 
primarily because the ratio of labour 
to capital is high. Before the war, 
capital intensity in most countries of 
the region was much lower than in 
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Europe, because of industrial under- 
development. Moreover, the limited 
capital equipment of the region had to 
sustain the strain of war for a longer 
period than that in Europe—in China 
and Japan for over eight years. Since 
the war, it has been more difficult for 
Asian than for European countries to 
obtain new capital equipment and spare 
parts, while the spread of civil distur- 
bance in a number of countries has 
caused further depreciation and loss to 
existing equipment. In newly in- 
dependent countries’ in the region, 
technical and administrative personnel 
was found inadequate after the depar- 
ture of European staff. The repatria- 
tion of Japanese technical and adminis- 
trative staff from certain liberated 
areas had a similar effect. In South- 
east Asia, where immigrant labour, 
often more adaptable than indigenous 
labour to industrial production, has 
encountered new restrictions, produc- 
tion has often suffered a decline in 
consequence. Again, labour difficulties 
have increased since the war, owing to 
the failure of wages to catch up with 
the cost of living. Finally, labour in 
the Far East, although more numerous 
than in Europe, is generally less pro- 
ductive owing to lack of training in 
industrial technique and_ discipline, 
poor conditions of work, and high turn- 
over, all of which have been accen- 
uated since the war. 


Conditions of Work 


Conditions of work in the Far East 
are generally inferior to those in the 
more industrialised parts of the world. 
This is primarily due to over-popula- 
tion, accompanied by widespread 
under-employment and unemployment. 
Labour organization has advanced in 
recent years, but on account of the 
prevalence of illiteracy, lack of train- 
ing and skill, and diversity of language, 
race, religion, and culture among the 
rank and file of labour, its strength for 
collective bargaining is still limited. 
Despite the efforts of the International 
Labour Organisation and of some Gov- 
ernments in the region to promote 
minimum standards of wages, hours, 
safety and other conditions of work. 
mechanism of enforcement has been 
found lacking or ineffective, and im- 
provement has been haphazard. 


Real wages, as an index of working 
conditions, nevertheless showed some 
improvement in 1948 as compared with 
1947, although on the whole they were 
still below prewar levels. In China, 
there was an increase in real wages 


for industrial labour in four of the 


seven cities during the first half of 
1948, as compared with 1947. In 
Shanghai, for example, real wages 
(1937=100) rose from 133 to 148, in 
Tientsin from 151 to 159, in Nanking 
from 113 to 126, and in Canton from 
61 to 98. On the other hand, the index 
fell from 61 to 47 in Tsingtao, from 
128 to 106 in Chungking, and from 88 
to 84 in Hankow. 


In the Malayan Federation and Sin- 
gapore, while money wages in 1948 
were 200 to 300 per cent above pre- 
war, the cost of living was 300 to 400 
per cent higher. Real wages, there- 
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fore, suffered a decline of about 25 per 
cent. In the Philippines, real wages, 
while recovering their pre-war (1941) 
level in 1947, declined again after 
August 1948 owing to a rapid increase 
in the cost of living caused by a sharp 
rise in the price of rice. This decline 
Was a main cause of labour disputes. 
In Indonesia unskilled labour is cur- 
rently paid 3 to 7 times the 1938 level, 
while the general price index is 6 times 
as high. In Japan the real wage index 
(August 1946-March 1947=100), rose 
from 121 in 1947 to 155 during the 
first eight months of 1948. It is prob- 
able that real wages in Japan during 
1948 were still below the prewar level. 


The decline in real wages in many 
countries of the Far East has meant a 
further deterioration in the standard of 
living. This has been a major factor 
in the increase in labour unrest since 
the war. In China, returns from 
Shanghai showed an increase in labour 
disputes from 1,716 in 1946 to 1,969 in 
1947, and 1,339 during the first seven 
months of 1948, of which one of the 
primary causal factors was wages. In 
Hongkong it is officially recognized 
that further adjustment in wage rates 
of various grades of skilled labour is 
necessary to the solution of labour dif- 
ficulties. 


Labour Organization and Legislation 

Labour organization has been grow- 
ing throughout the Far East. This 
trend continued in 1949. Organized 
labour in the region, however, is still 
confined mainly to industries operated 
on a relatively large scale, for example, | 
mines, factories, dockyards, railways, 
public utilities, and plantations. 
Various returns and estimates, official 
and unofficial, put the union member- 
ship total in 1947 and 1948 at about 
12 million. 


Labour Union Membership in Far 
Eastern Countries, 1947/48. 


(in thousands) 


Chinas @-ne6s, caer ore 5,004 
Hongkong) Gi acsos ses 31 
SADAN) AE % Moses eros oere 5,927 
South Korea aaa 84 
Burma | wesisicee soe ae 41 
Indonesian Republic 488 
Malaya (67%. t os 195 
Philippiness) . mainte 82 
Siam 220 sas: etait. eas 100 


Throughout the Far East there has 
been a keener appreciation of the value 
of labour legislation in preventing or 
reducing industrial unrest. Govern- 
ments have adopted a more positive 
stand to protect the interests of labour, 
to encourage collective bargaining and 
to avoid industrial unrest. The 
Malayan Union, Singapore and Hong- 
kong passed a‘series of Bills on trade 
unions and trade disputes. Indochina 
has also recognized the worker’s right 
to association and the principle of col- 
lective bargaining. A decree of 24 
July, 1947, laying down the rules 
according to which the new labour and 
social security code of Indochina was 
to be established, recognized the 
principle of the community’s material 
obligations towards the working man 
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and his family. It gives a new defini- 
tion of the minimum wage, varying 
with the cost of living, recognizes the 
right to association and collective bar- 
gaining, and provides for the institu- 
tion of labour councils, as well as con- 
ciliation and arbitration of disputes. 
Social security features, such. as 
maternity benefits, old age pensions, 
etc., are also provided for. 


. In 1947 the Republic of Indonesia 
placed two enactments on the Repub- 
licanm Statute Book, the Labour Act and 
the Accident Act. The Labour Act, 
generally covering all wage-earners, 
provides for an 8-hour day and a 40- 
hour week, holidays with pay, and 
three-months maternity leave with pay. 
The Accident Act, covering industrial, 
plantation, forestry and fishery workers, 
holds the State responsible for the 
payment of compensation for accidents 
should the employer fail to make com- 
pensation. Since May Day, 1948, the 
employment of women workers under- 
ground has been banned. 


Burma amended the Factories Act in 
December 1947, reducing the maximum 
permissible hours of work from 54 to 
44 per week, and raising the minimum 
working age from 12 to 13. It also 
formulated in 1948 a seven-point 
labour policy aiming to promote 
employer-employee harmony, fair 
wages, arbitration of disputes, full 
employment, industrial education, 
vocational guidance, and social insur- 
ance. 


In China the Constitution of 5 
May, 1948 contains four articles (arts. 
152 to 155) providing for adequate 
opportunity of employment, protective 
legislation particularly for child and 
woman labour, mediation and arbitra- 
tion of disputes, and social insurance. 


Progress in labour legislation. al- 
though encouraging, is held back by 
difficulties in providing effective 
machinery for enforcement. Official 
reports from China indicated that 76 
per cent of the factories investigated 
in 1947 did not, in one way or another, 
conform to the Factory Law. In South 
Korea the United States Military Gov- 
ernment complained that the newly 
enacted Child Labour Law of 1947 had 
not been generally observed, as also 
the maximum hour legislation. Em- 
ployers who violated the law were, it 
is stated, ignorant of the law. In the 
Malayan Federation and Singapore. 
despite the Wages Councils Ordinance 
of 1947 and the Joint Wages Commis- 
sion, it has been semi-officially pointed 
out that “there is minimum wage 
machinery but no minimum wage has 
been established.” 


Ineffectiveness of the enforcement of 
labour legislation arises from a num- 
ber of factors, but principally there is 
a lack of realism in restricting the 
scope of the legislation as well as a 
failure to provide adequate machinery 
and staff for enforcement. In addition, 
the over all economic and social posi- 
tion of the region militates against 
rapid improvement in working condi- 
tions. 
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Sociological Conditions 


To understand the sociological con- 


ditions of labour in Hongkong, it is 
necessary to consider the Colony 
against the greater background of 


China. In times of comparative quiet 
and relative stability in China, the 
Colony supports a large labouring 
population, ample for its needs, with 
enough artisans to undertake the 
skilled work required in the shipyards, 


in industry, and the community  ser- 
vices. The needs of the worker are 
simple and he lives on a_ subsistence 


level in dingy surroundings, on a plain 
diet, with a sufficient wage to buy 
cotton. clothes, to pay his rent, to 
smoke an occasional cigarette, and to 
send a little money to his family in 
the country. The woman worker is 
worse off, but can still afford to live. 
Even at the best of times the balance 
between subsistence and want is fine, 
and a_ disproportionate segment of 
wages is expended on rent. In such 
conditions the working community has 
been comparatively settled and a 
large proportion of it will have been 
born and lived all its life in the 
Colony. In accordance with custom in- 
dividuals may have been from time 
to time on visits to some town or 
village of China, which each will re- 
gard as his ancestral place. Only those 
who are more or less permanently in 
the Colony will as a rule have their 
families with them, but a tendency 
for new arrivals to bring their families 
with them was noticeable before the 
war. 

Such a period of normality as is 
described above has existed in few out 
of the last 30 years, and the last time 
that settled conditions could be said to 
exist was 10 years ago, just before the 
Japanese started to make war in China. 
Since then the land has been. troubled 
with constant strife and misery, and 
the end of an international war has 
seen only the intensification of a civil 
and political war, which had _ been 
quiescent during the national danger. 
The sons of the peasant, whose an- 
cestral fields provide insufficient sus- 
tenance for a large family, the workers 
in towns where factories have closed 
down, and all those who find it diffi- 
cult to make«a living in their own 
districts, seek refuge and work else- 
where. For the inhabitants of Kwang- 
tung and Kwangsi provinces Hongkong 
is often the nearest place where 
settled conditions prevail. These people 
do not as a rule bring with them their 
families, but they come to earn wages 
which can be transmitted to families 
in the interior. The economic effect of 
these additions to the reservoir of 
labour in Hongkong is not so much to 
reduce the wages of the labour but to 
increase the cost of rent and food, 
and in that way to depress the stan- 
dard of living. 

The war in Hongkong and the rule 
of Japan had the effect of reducing the 
population. The end of the war, aided 
by the unsettled state of China, re- 
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versed the direction of migration, and 
by the end of 1946 the population was 
again normal, but still increasing. Al- 
though exact statistics are, of course, 
not available, it is probably now re- 
latively stable, but still far larger than 
is economically desirable both for the 
worker himself and _ the Colony 
generally. 

The most obvious effect of the war 
in East Asia was completely to upset 
the economics of rice production and 
distribution, and to this single factor 
can be attributed largely the rise in 
the cost of living of a population the 
staple article of whose diet is rice. 
Locally, the cost of living is probably 
higher than elsewhere in the East, and 
this is attributable to exaggerated 
rents which in turn spring from an 
increased population and shortage of 
houses. Although a certain amount of 
damage to residential property occur- 
red during the war, the housing of 
the Colony has always been  inade- 
quate and war damage cannot be said 
to be a major component of the pre- 
sent serious housing shortage. Para- 
doxically, it is due to the stable con- 
ditions of the Colony that rents are 
high. The housing of the workers can 
be described only as reasonable in 
comparison with that found in other 
cities of the Far East, and for such 
accommodation the worker has to pay 
a _disproportionately large amount of 
his wage. Difficulty in finding accom- 
modation and its high cost has the 
effect of keeping the worker severed 
from his family in the interior. While 
this is unlikely to have here as serious 
sociological effects as it has in many 
countries, it is bound to have a rather 
unsettling effect on workers generally. 


Reducing a complex problem to a 
perhaps unwarranted simplification, in 
order to improve the sociological con- 
ditions of the worker it is necessary 
therefore: (a) to reduce the cost of 
rice; (b) to attain a settled condition in 
China; (c) to restrict immigration into 
the Colony; (a) to build more houses 
of a type suitable for the workers, 


There is little that can be done by 
anybody in this Colony which would 
affect (a) and (b). The domestic price 
of rice is kept under control by a 
rationing system introduced in 1945 
and still in operation. As a system it 
is rough and ready, but works reason- 
ably satisfactorily. It undoubtedly helps 
the worker. With regard to (c) it has 
never been found practicable or politi- 
cally desirable in the past to restrict 


immigrants of Chinese race from 
entering the Colony. It is still im- 
practicable. But were conditions in 
China to become more settled, the 


jinterchange of population ‘would al- 
most certainly slacken. The only factor 
which could be directly influenced by 
local action is the improvement of 
housing conditions, but little progress 
a as yet been possible in this direc= 
ion. 
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The wages paid to artisans and to 
semi-skilled workers are sufficient to 
cover such needs, but remittances to 
families (outside the Colony) tend to 


absorb any surplus. Some European- 
Owned concerns provide for the 
security of their workers by pro- 


vident funds or contributory pension 
schemes, but little is done by Chinese- 
owned concerns in this respect. It must 
therefore be said that little security 
for workers exists in the Colony other 
than that ultimate and pervading 
security which arises from the tradi- 
tional Chinese family system and the 
association of almost every’ ‘worker 
with some individual family place in 
the interior of China. A workmen’s 
compensation bill has been receiving 
the attention of the local Labour Ad- 
visory Board. In anticipation of the 
passage of the bill, employers, both 
European and Chinese, have been en- 
couraged to provide compensation for 
their workers who have been injured, 
or for the families of workers who 
have been killed as the result of 
accidents incurred whilst on duty. In 
many cases when workers have been 
the victims of accidents and have 
complained to the Labour Office, it 
has been possible to persuade the em- 
ployer to pay compensation in 
accordance with the terms of the pro- 
jected Ordinance. 

Some of the larger concerns, both 
European and Chinese, have medical 
facilities available for their staff, put 
usually not for their families. These 
facilities extend to the provision of 
simple medicines prescribed by gov- 
ernment clinics or by physicians re- 
cognised by the companies. It is usual 
among such concerns also to pay for 
treatment and accommodation at gov- 
ernment hospitals, and to grant pay 
during sick leave up to a maximum 
of three months for workers who have 
been in the service of the firm for a 
long time. Maternity leave with pay 
is not granted to women workers ex- 
cept by a few concerns including the 
Government. In most of the smaller 
concerns sickness spells trouble for the 
unfortunate worker, as there is no 
guarantee that he will be allowed to 
resume employment, and no assistance 
is given to him when sick. An im- 
provement in these conditions can only 
be effected gradually. 

Some European and very few 
Chinese concerns grant 17 paid holi- 
days a year, in addition to holidays on 
Sundays, but the great majority of 
Chinese employees work on every day 
in the year, with the exception of cer- 
tain recognised seasonal festivals such 
as the Chinese New Year (when up 
to a fortnight’s holiday may be taken 
by the more well-to-do), Ching Ming 
festival and Christmas. There has been 
a noticeable trend among workers to 
demand holidays with pay, a demand 
to which employers in general do not 
tend to oppose much resistance, but 
until the working population generally 
is in a position to make better use of 
the extra leisure time thus obtained 
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Hongkong Labour Conditions 


Labour Supply & Wages 


Owing to the absence of immigration 
restrictions on Chinese moving to and 
from China, there is practically com- 
plete mobility of labour. It is common 
in South China for the bread winner 
to work in Hongkong while maintain- 
ing his. family in his village in China 
where the cost of living is usually 
lower. Thus a demand for additional 
labour can usually be met by draw- 
ing on the reservoir of South China. 


Skilled labour, however, has not been 
plentiful since the conclusion of the 
war. During the Japanese occupation 
many skilled workers died and for 
nearly four years no provision could 
be made for filling their places owing 
to the absence of opportunities for ap- 
prentices. The situation is improving 


1938 


Artisans: 
$ 1.10 —$ 1.50 
Semi-skilled workers: 


per day $ 


90c.—$ 1.10 per day $ 
Unskilled workers: 
50c.— 80c. per day $ 
Domestic servants: 
$20.00 —$40.00 per 
Chauffeurs: 
$50.00 —$75.00 per 
Taxi-drivers: 
$30.00 —$40.00 per 


Strike Legislation. 

In April of this year an ordinance 
known as the Illegal Strikes and Lock- 
outs Ordinance, 1949, was passed by the 
Legislative Council making it illegal to 
enter upon a trade dispute calculated to 
coerce the Government or to lead to a 
breach of contract of service the conse- 
quence of which might be injurious to 
the public. This ordinance will con- 
tinue in force until the end of the year, 
with the proviso that it may be ex- 


it is not likely that the demand for 
holidays will be a really major point 
in workers’ general policy. The deep- 
rooted tendency is simply to make use 
of leisure time to find casual employ- 
ment elsewhere than in the usual 
working place. Education for children 
of workers is frequently provided in 
vernacular primary schools run’ by 
guilds or unions of which the workers 
are members, but the standard of 
teaching is in general low, and the 
number of schools totally inadequate 
to meet the strong desire always felt 
by the Chinese population for educa- 
tion. The Relief Section of the Hong- 
kong Medical Department provides 
free food kitchens for the destitute or 


very poor, and _ various voluntary 
bodies provide relief in one form or 
another, but the extent to which 


public assistance can be given is ob- 
viously limited by the fact that there 
is no control over Chinese immigra- 
tion into Hongkong. 


month $200,00—$350.00 per 


but monopolistic conditions have exist- 
ed in some branches of skilled labour. 


There is no reliable index for com- 
paring the cost of post-war labour 
with pre-war rates, but broadly speak- 
ing, the overall rates of wages for un- 
skilled, semi-skilled and artisan labour 
have increased between 300 and 600% 
compared with those obtaining in 1938. 
In certain sections of skilled labour 
the increase has been even greater. 
The bigger European employers divide 
the overall wages into basic wages and 
a High Cost of Living Allowance which 
fluctuates from month to month in ac- 
cordance with a Food and Fuel Index. 
The increases in wages of white collar 
workers have on the whole tended to 
lag behind those obtained by artisans, 
but there is considerable diversity in 
the scales of payment made to such 
workers. 


1948 
High Cost of 
Living Allowance 


Basic 


3.00—$ 4.80 per day $3.00 average 
1.60—$ 2.60 per day $3.00 average 


1.00—$ 1.50 per day $2.40 average 


month $ 80,00—$160.00 per month 


month 


month $180.00 per month 


tended from time to time by the 
Legislative Council for a further period 
not exceeding one year in duration, 

The reason for the introduction of 
this ordinance is that the Illegal Strikes 
& Lock-outs Ordinance of 1927 was re- 
pealed upon introduction of the Trade 
Unions & Trade Disputes Ordinance of 
1948 without having its provisions, 
(which among other matters rendered 
illegal strikes and lock-outs having 
objective other than the furtherance of 
a trade dispute and being designed to 
coerce the Government, etc.) incor- 
porated in the new ordinance. 

In view of the tendency in a number 
of countries to employ action by way 
of a strike in furtherance of political 
objectives and in disregard of genuine 
trade union interests as well as of public 
order and welfare, it was felt that the 
Government should have such a mea- 
sure of protection as the ordinance 
described above’ provides, though 
obviously it would not be put into effect 
except in a case of extreme necessity. 


Development of Trade Unions 

In China there exists a long tradition 
of craft and trade guilds, membership 
of which comprised both workers and 
employers. These guilds were formed 
with the object of fostering the craft 
and protecting its trade secrets, but the 
advent of industrialisation altered the 
character of those suilds which repre- 
sented trades prominent in large fac- 
tories and they began to acquire some 
of the recognised characteristics of 
western trade unionism, The develop- 
ment of industry in Hongkong gave a 
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trade union slant to a number of the 
craft guilds which represented the 
workers in these industries. Previous- 
ly there had been in existence for a 
long time a large union of seamen and 
a responsible artisans’ union in the 
Chinese Engineers’ Institute. By 1939, 
there were 84 labour unions with a 
membership of about 44,000, and also 
about 89 clubs, some of which were 
purely social, others more nearly re- 
sembling unions, with a membership of 
about 7,000. 


There was no compulsory registration 
of guilds or unions, but since 1920 it 
has been the practice for persons pro- 
posing to start up a guild to get prior 
permission from the Secretary for 
Chinese Affairs, a permission which 
was gratuitous and never refused, but 
which none the less conferred a cer- 
tain formal recognition of activities, 
without giving any measure of control. 
Since the re-occupation of the Colony 
and up to the end of 1947, 147 guilds 
which can be classified as unions, 106 
guilds of employers, and 65 guilds com- 
prising jointly employers and workers 
in individual trade have been volun- 
tarily registered with the Secretariat 
for Chinese Affairs. In addition some 
hundreds of guilds were voluntarily 
registered as clubs and _ miscellaneous 
associations, a number of them approx- 
imating to labour unions. None of 
these organisations has had any obliga- 
tion to register or to disclose its mem- 
bership or constitution, so that the 
classification by numbers depended 
largely on the rather optimistic figures 
supplied by the organisations them- 
selves. With the passing of the Trade 
Unions and Trade Disputes Ordinance, 
1948, voluntary registration is super- 
seded. After 1st April, 1948, all asso- 
ciations of workers or employers with 
certain defined objects are required by 
law to be registered in the Labour 
Office by the Registrar of Trade Unions. 
This has the effect of clarifying the 
objects of these associations, both to 
their own benefit and to that of the 
public, and should enable the Labour 
Office to assist the unions to develop 
healthily along well-tested, recognised 
and responsible lines. It is difficult to 
judge at the moment the real strength 
of the unregistered unions and associa- 
tions already in existence as their 
objects are so often ill-defined and as 
compulsory registration has not exist- 
ed. A tendency to form industrial 
rather than craft unions, particularly 
in the dockyards, is observable. There 
are instances of the reverse tendency, 
such as in the building and _ glass- 
blowing industry. In these industries 
the guilds have agreements with the 
masters that all workers should be em- 
ployed through the guilds. This de- 
velopment springs rather from old 
guild principles than from the western 
idea of the closed shop. Industrial 
unionism is likely to win in the long 
run, at the expense of the craft guilds, 
especially if those industrial unions 
within the same industry can sink 
their differences and amalgamate. For 
instance in the dockyards there are 
three industrial unions recruiting and 
attempting to regulate conditions of 
service for all types of workers, co- 
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Exchange & Financial Markets 


Hongkong Companies 

During the fiscal year Arpril 1948 to 
March 1949 a total of 227 Hongkong 
companies (including China companies 
registered in Hongkong under Proclam- 
ation 27 ‘Emergency Registration of 
China Companies’) and 62 foreign cor- 
porations were registered at the local 
Supreme Court (Registrar of Com- 
panies). At the end of March 1949, 
the total number of Hongkong compan- 
les was 2108 and of foreign companies 
508. Ont of this aggregate number of 
2616 companies, 71 companies were in 
process of liquidation. 

During the first six months of this 
year 131 companies with a total capital 
ot $208.5 million were registered. 
After the war, ie. 3% years from 
1946 through June 1949 a total of 1011 
companies with an aggregate capital of 
$2457.5 million were registered. After 
the war the number of companies with 
large authorised capital increased com- 
pared to the pre-war period. During 
the last 3% years (1946 through June 
1949) companies with a capital exceed- 
ing HK$ 1 million registered as fol- 
lows:—267 companies with a capital 
each from $1 to 5 m., 61 companies with 
a capital from $5 to 10 m., 38 com- 
panies with a capital each of $10 to 24 
m., 9 companies with a capita] each of 
$25 to 50 m., 7 companies with a capital 
each of $50 to 99.9 m., and 2 companies 
with a capital each of $100 million and 
over. 


US$ Market 

Highest & lowest rates of last week, 
in HK$ per US$100:—notes 609-595, 
DD 60614-59214, TT 608%-595. At the 
mean official buying/selling rate of DD 
London the local lowest and highest 
crossrates were US$2.637-2.697. 

Against the official rate on New York 
(mean buying/selling rate) the unoffi- 
cial prices of last week were higher by 
3.38% to 5.72%. In foreign free markets 
area account sterling quoted only 
slightly below the official London/New 
York rate of US$2.80. 

As the largest single buying factor— 
the gold importer—has been practically 
eliminated by the developments in 


operating with each other, but yet un- 
able to surrenGer their individual au- 
thority to a single union. 


There has been a tendency for unions 
to align themselves in two rather loose 
federations, the line of demarcation 
being the sympathy or lack of sym- 
pathy of the constituent unions with the 
present political government of China, 
To describe these federations at present 
as trade union councils would be to 
give a false impression of their activi- 
ties. Their organisation does not cor- 
respond with the Trade Union Con- 
gress in the United Kingdom. As long 
as the bases of the federations remain 
political, there is unlikely to be amal- 
gamation or any real unity, and dif- 
ferences of opinion and lack of a com- 
mon course of action can only do harm 
to trade unionism generally. 


China (collapse of the KMT govern- 
ment and_ successful expansion of 
control over the country by the com- 
munist-led government of Peking) the 
local free exchange market will in 
future take its cue from overseas 
markets as to the movement of the 
unofficial sterling rate. 


Last week’s turnover totalled USS 
1,930,000 in the native exchange market. 
(TT 1,040,000, DD and notes 890,000). 
This figure does not include inter- 
merchant exchange contracts and pri- 
vate business which does not pass 
through the unofficial exchange market 
and exchange brokers operating in this 
market. 


Gold Markets 


_ Highest & lowest rates of last week, 
in HK$ per .945 fine trading weight 
(hongping) tael of 1.2033 ozs. troy: 
32342-31134, equivalent to 338.90-326.60 
per .99 fine tael and 281.64-271.42 per 
-99 fine oz troy (against official price of 
HK$200 per fine oz.). Cross rates US$ 
46% high, 45% low. 


The expected fall of Canton may 
stimulate further imports of gold from 
Kwangtung and thus the hoarded and 
trading stocks may increase. Overseas 
bullion dealers have come down to US$ 
42% which development has forced local 
prices further down. With exports to 
China a thing of the past and limited 
offtake by Indian buyers, world supply 
of gold exceeds demand considerably. 
Local prices are bound to recede fur- 
ther until they reach about the level 
of principal foreign bullion markets. 
As long as sterling quotes not much: 
lower on the unofficial than on the 
official market the local gold price (in 
HK$ per tael) appears too high and 
should encourage successful attacks by 
the bears. Central Bank of China sales 
of gold in Canton were sizeable and 
prices declined as a result of limited 
ability to digest. 


Trading Reports of Last Week:— 
Monday, October 3:—Opening and 
closing rates $3234%4-315. On the ficti- 
tious forward market the change over 
favoured sellers at the interest rate of 
38 cents per tael of .945 fine per day. 
Throughout the week the change over 
rates remained in favour of sellers.. 
The opening rate was the highest of 
the week. Lower contracted World 
prices and high change over interest 
weakened the market. 


_ Tuesday, Oct. 4:—Opening and clos- 
ing 313-3164%: Change over 19 cents. 
Lowest of the week 31134 touched, 
speculators were idle on rather quiet 
market, 


Wednesday, Oct. 5:—Opening and 
closing 320-3221%4. Change over 28 
cents. Offensive of the People’s Army 
began, market was stimulated. 


Thursday, Oct. 6:—Mid-Autumn 
Festival, Holiday. 


Friday, Oct. 7:—Opening and closing 
323-316. Change over 48 cents. High 
oe over rate induced bulls to un--. 
oad. 
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Saturday, Oct. 8:—Opening and clos- 
ing 315-32234. Change over 10 cents. 
Speculators heavily bought on bad war 
news for the Kuomintang Army. In 
the unofficial afternoon market rates 
continued to drop to 317 on news of 
heavy selling by the Central Bank of 
China in Canton. 


During the week under review, offi- 
cial tradings were about 215,000 taels, 
and unofficially 3,500 taels, averaging 
43,700 taels per day. Positions left open 
estimated at an average of about 
185,000 per day, in which interest 
hedging forward operators, gold impor- 
ters and Canton operators oversold, and 
Shanghai, local and Swatow operators 
overbought. 


Cash bars turned over officially 
28,000 taels and unofficially 24,000 taels, 
totalling 52,000 taels. 


Imports during the week totalled 
over 17,000 taels, of which 12,000 taels 


from Canton and 5,000 taels from 
Macao. 


Exports totalled about 12,000 taels, 
of which 4,000 taels to India, 3,500 
taels to Bangkok, 3,000 taels to Singa- 
pore and 1,500 taels to Indochina. 
Local consumption estimated to be 
4,500 taels. Local trading stock was 
about the same as in the previous 
week, 340,000 taels. Hoarded stock, 
though hard to be estimated, is believed 
to be around half million tael (mostly 
in possession of Shanghai immigrants, 
both merchants and KMT politicians). 


Silver Market 


During the week under review, bar 
silver and Hongkong dollar coins were 
nominally quoted at $4.60 per tael and 
3.05 per coin respectively; no busi- 
ness was transacted. The highest and 
lowest rates of Chinese dollar coins and 
twenty-cents coins were $3.25-3.00 per 
dollar coin and $2.90-2.70 per five coins. 
Prices were quoted and business was 
transacted only early in the week. 
Total business transacted valued about 
HK$35,000. 


The silver market here is now only 
for exchange of coins carried by tra- 
vellers. The time of a revival of the 
local market is however expected soon. 
Chinese sailing-boat dollar coins were 
quoted in Canton at about HK$2.60-2.50 
per coin on Friday and Saturday, much 
lower than the Hongkong rates, and 
nearer to the world silver prices. After 
the People’s Army entry into Canton, 
the vast silver coin stocks there, re- 
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ported to be over 30 million taels, must 
find some way out. Part of these coins 
will come to the Colony for disposal or 
for safe keeping and then prices will 
drop below world prices which should 
stimulate exporters here to _ trade. 
Future silver exports from here de- 
pend on the control of exports by the 
People’s Government but in view of 
the ingrained habits of profiteering and 
smuggling, the local silver market 
should revive without doubt. 


The holding of coins by the Central 
Bank of China in Canton has been 
exhausted and the Bank was selling 
gold to redeem their silver certificates. 
The Government Mint in Chengtu 
succeeded in increasing its coinage to 
160,000 pieces daily, and may step up 
output to 200,000 pieces. 


Chinese Exchange Markets 


PB$ Exchanges with North China:— 
Official rates in Shanghai were all 
unchanged during the week, but Hong- 
kong dollar rate in Tientsin was raised 
from 550 to 600, caused by the trade 
balance swinging in favour of the Col- 
ony. Remittances from the Colony to 
the northern ports were all in small 
amounts. Gold and US$ Exchanges 
with Shanghai:—The highest and low- 
est rates were:—900-865 for gold and 
8900-85714 for US$ in exchange for 1000 
in Shanghai. Business totalled only 
about HK$120,000 in value. 


Exchanges with Canton:—Owing to 
the threatening situation in Canton 
flight of capital from there to the Col- 
ony was continuous mostly in the form 
of T.T. and D.D. remittances, smug- 
gling of gold, and shipping of goods to 
the Colony without surrender of for- 
eign exchange. Rates dropped from 
par to 993 in Hongkong for 1000 )in 
Canton; total business transacted es- 
timated over HK$19 million. Flight of 
capital came in the majority from 
banks and native banks. Rich indivi- 
duals and wealthy KMT officials trans- 
ferred their wealth out of China long 
ago. Many merchants began last week 
to move their native produce here. 
Hongkong currency was carried to the 
Colony by indjviduals. These bank 
notes were to be kept here for the time 
being, waiting for clarification of future 
conditions under the People’s Govern- 
ment. 


Exchanges with Swatow and Amoy:— 
Business continued dull and very little 
was done, totalled HK$110,000, rates 
being about par. 


HONGKONG OPEN MARKET RATES 


per US$100 
ee ee eee ee ee ee SF 
Notes _ Drafts pS 
October High Low High Low High Low 
3a .. 6.06 5.95 5.99% 5.93 6.01 5.96 
4. -. 6.02 5.95% 6.00 5.9216 6.02 §.95 
Slee Seis GH!) 6.031% 6.06% 6.04 6.08% 6.06% 
6. .. .. .. Holiday: Mid-Autumn Festival. 
7 Bar Emre Ny 6.00 6.03% 6.00 6.05 6.02 
Bi AAs sae cumae ss Wee OC 0OL2 6.03 6.04 6.00 6.07% 6.04 


—————— aa TEEEIIEEEEREEERRREEEe 


Silver Certificates in Canton:—Rates 
of the certificates dropped at the end 
of last week to HK$1.70 from pre- 
viously 3.10. Coins dropped from $3.10 
to 2.50, a result of the apparent mili- 
tary collapse of the KMT army in 
northern Kwangtung and the early 
entry of the People’s army into Canton. 
Against coins, the certificates suffered 
a discount of about 35%. 


The Central Bank of China continued 
redemption of its unpopular scrip and 
there was no doubt that this policy of 
redemption would be maintained; how- 
ever, the public got frightened and 
wanted to rid itself as quickly as poss- 
ible of the certificates and rather suf- 
fered a big loss than to wait outside 
the gates of the Central Bank until cer- 
tificates were exchanged against dollar 
coins. The Bank must however be 
blamed for having not intervened in 
this panic; this could have been done 
by opening redemption centres in every 
part of the city and _ eliminating 
racketeers and privileged persons who 
somehow succeeded to get from the 
Bank large stocks of coins which 
they offered on the market for 
certificates at a heavy discount. Some 
higher-ups in the KMT army suddenly 
had large stocks of coins which they 
exchanged into certificates and then 
they presented this scrip at the Central 
Bank—at the backdoor—and got coins 
in return, netting a ‘profit’ of some 20 
to 35% (depending on the prevailing 
discount on certificates). 


Central Bank holdings of gold and 
US notes are still considerable and 
thus no fear is entertained by informed 
circles in Canton as to the eventual 
100% redemption of all silver certifi- 
cates. However, the credit of the KMT 
and all its agencies has been lost long 
ago in the country and no promise now 
made, even if kept during some time, 
will induce the average Chinese to be- 
lieve in the good will or good faith of 
the KMT regime. The 35% discount 
suffered by the silver dollar certificates 
at the end of last week in Canton is 
evidence for the loss of public faith in 
the KMT government. Nothing re- 
mains to be done now for this regime 
than to bow out of existence. 


Unofficial Exchange Rates 

Last week’s highest & lowest rates 
for bank notes, in HK$:—Piastres 11.70 
forward and 11.85—11.75 spot; Nica 
guilders 24.50 — 24.30, Baht 27. Bank 
of England note 15.70 — 15.60 (in New 
York £ notes sold from US$2.60—2.70, 
about 10 cents below the previous 
week as a result of more supply of 
notes which are mainly bought up by 
travellers going to Europe). Austra- 
lian pound 11,80—11.72, Canadian dol- 
lar 5.15—5.10, Indian rupee 1.19%— 
1.1814, Burmese rupee 0.72—0.70, Cey- 
lon rupee 1—0.98, Malayan dollar 
1.8334—1.83%%, Philippine peso 2.91— 
2.86. 
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Hongkong Stock & Share 
Market 


Last week’s business tended to still 
lower levels and there was a remarkable 
absence of buyers. Transactions 
dropped to the lowest amount recorded 
during any week this year. Stagnation 
and entire lack of incentives character- 
ises the local market. Sellers are only 
-those who are compelled for one reason 
or another to liquidate; mainly such 
speculators whose credits with mortgag- 
ing local banks or private financiers 
no longer last. The price index fell 
at the end of last week to 124.56 which 
is only 1.24 above the lowest point 
reached this year. 

The public awaits the fall of Canton 
and its repercussions on the economy 
of Hongkong. ‘The People’s army offen- 
sive has been long delayed and Canton 
thus has remained for much longer a 
time than anticipated in early summer 
under the control of the KMT govern- 
ment. Now, however, it seems that the 
entry of the communist army is im- 
pending and this expected event holds 
the attention of everybody in the 
Colony. 

(Most traders are of the opiniow 
that the early take-over of administra- 
tion in all Kwangtung by the new Chin- 
ese government will benefit the interests 
of China at large andi of Hongkong and 
that, if such sanguine expectation turns 
out to be a fact, a renewed boom in 
business should ensue. Under such 
favourable business conditions the ap- 
preciation of local share prices must be 
expected; nevertheless, the long-range 
apprehension of Hongkong-China rela- 
tions seems to preclude g real improve- 
ment in the securities market. 

Possibly the resumption of normal 
diplomatic relations between Britain 
and other European powers, outside the 
Soviet orbit, and ‘China under th: new 
communist-led government may induce 
new confidence in the status of Hong- 
kong—which is, after all, the point at 
issue when it comes to deliberations on 
local share prices. Nothing short of 
an easing of the present emergency- 
like conditions in Hongkong will bring 
about 4 change in the tone of the mar- 
ket. Until this moment arrives the 
market will not react favourably to 
improved commercial relations between 
communist-controlled South China and 
the Colony. 

However, some advance in presently 
greatly depressed quotations is over- 
due; the current prices are unrealistic 
and offer a very attractive opportunity 
to investors who could obtain much over 
10% annually. That so many prospec- 
tive investors still do not enter: the 
market is not their lack of appreciation 
of the extremely high yield of sreuri- 
ties at current quotations but the 
widely held belief that political stability 
of Hongkong vis-a-vis ‘red’ China has 
yet not been established and_ that 
therefore liquidity is preferred to high 
interest yielding investment. Outport 
capital which previously played a signi- 
ficant part in local market operations 
has been absent for many months past 
and disinvestment by holders in the 
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COMMERCIAL MARKETS 


SUSPENSION OF HONGKONG- 
JAPAN TRADE 


Following sterling devaluation 
(which went into effect in Hongkong as 
from Sept. 20) Hongkong Government 
(Dept. of Supplies & Distribution) sus- 
pended trade with Japan as from Sept. 
26. This controversial and definitely 
trade obstructive step has been taken 
by the Govt. Dept. concerned without 
any reason stated but it is understood 
that the sudden and unexpected de- 
valuation of sterling caused bewilder- 
ment in the Dept. as to adoption of the 
new exchange rate and the carrying on 
of trade with Japan on the basis of the 
previous arrangement (i.e. open two- 
way account in Tokyo in US$, to be 
balanced periodically, Hongkong export 
proceeds and earnings of Hongkong 
shipping, insurance etc. services to 
equal obligations arising from imports 
from Japan). 


UK has adversely influenced other 
overseas investors and prospective in- 
vestors previously interested ,in the 
local share market. In spite of the 
very high yield prospects and the low 
corporations profit tax levied here 
(10%) capital from abroad is shy to 
come to Hongkong being obviously 
satisfied with low yields and high taxa- 
tion. 


Business of last week:— 

Volume of Business:—Total sales re- 
ported for the four days of trading last 
week amounted to 21,434 shares of an 
approximate value of $% million, a 
decline of $% million compared with 
the previous week. 


Price Index:—The Felix Ellis aver- 
ages based on the closing prices of 
twelve representative active local 


stocks declined to 124.56 showing a net 
loss of .30 compared with the close of 


the preceding week. Day-by-day 
averages were: October 3, 124.80; 
October 4, 124.70; October 5, 124.78; 
October 7, 124.56. 

HIGH LOW 
AQ4T! FEE con io teeta 155.82 123.88 
1948. Pere eae vale ee 148.68 134.05 
L949 SEs Soe eee 138.37 123.32 


Business Done: 

Hongkong Government Loan:—Hong- 
kong Govt. 4% Loan @ 100%. 
Banks:—H.K. Banks @ 1485; Bank of 

East Asia @ 105. 
Insurances:—Unions @ 665; H.K. Fires 


@ 220. 
Lands, Hotels & Bldgs.:—H. & S. Hotels 
@ 10; H.K. Lands @ 48%, 52; 


Chinese Estates @ 140. 

Utilities:—Hongkong Tramways @ 
15.75, 15.60, 15.30, 15; China Lights 
(O) @ 11.20, 11.10; China Lights 
(N) @ 8.30; Hongkong Electrics @ 
291%, 29%, 29. 

Industrials:—Hongkong Ropes @ 12%. 

Stores:—Dairy Farm @ 37%, 37%, 
3742; Watsons @ 41%, 41; China 
Emporium @ 8. 


With the establishment of the new 
sterling/dollar rate of US$2.80 the local 
official exchange rates were changed 
to HK$579.71 per US$100, banks’ sell- 
ing, and HK$571.42, banks’ buying, or 
a mean rate of HK$575.56. The USS 
was thus appreciated by about 44%. 
The exchange rates for Japan trade as 
fixed by the Dept. of Supplies & Dis- 
tribution were previous to the devalua- 
tion of sterling HK$3.95, buying, and 
$4.02, selling, i.e. approx. the same as 
charged by the authorised banks for 
TT New York. The spread between 
buying and selling rate was however 
wider and in addition Government 
charged handling charges and commis- 
sic’. which added to the earnings of 
Government from its activities in and 


control over Hongkong’s trade with 
Japan, 
Merchants never liked the _ local 


Japan trade control but no alternative 
to this control was found in the past, 
at least no proposal for the elimination 
of Govt. control over trade with Japan 
met with more general approval among 
the traders concerned. At any rate, 
the control as such, its operation by 
certain officials, the supposed favouri- 
tism experienced in dealings with some 
apparently privileged commercial firms, 
the arbitrariness of many decisions 
were often and very persistently criti- 
cised here and the early abolition of 
the control was eagerly looked forward 
to. 

Now comes the suspension of all 
trade with Japan which, although de- 
clared as of only temporary nature, 
hits trading interests here very hard, 
causes discontent and is, in fact, calcu- 
lated to undo much of the good which 
Government has been able to achieve 
in the past in the interest of promo- 
tion of local business generally. The 
suspension of Japan trade, even for 
only one day, is utterly unnecessary 
and reflects not creditably on the 
acumen of the officials charged with 
control of Hongkong’s trade with 
Japan. 

The point at issue is the establish- 
ment of the new official exchange 
rates, i.e. the change-over from the 
old rate to the new rate by appreciat- 
ing the US$ by approx. 44%. To 
business men this indecision to estab- 
lish the new rate appears absurd; it 
transpires that the Dept. of S & D 
would like to see exports to Japan con- 
tinue but would only pay for export 
proceeds in Japan at the old rate (HK$ 
3.95) while, it is supposed, imports 
from Japan would have to be paid by 
importers at the new rate (HK$ 579.71 
plus heavy commission and brokerage). 

Merchants negotiate at present with 
the Dept. of S & D but even at the 
middle of the current week no decision 
as to resumption of trade with Japan 
has been made. All imports from 
Japan remain embargoed, the Dept. 
does not issue any import licences 
pending the establishment of the new 
exchange rates; and exports are vir- 
tually impossible, although the Dept. 
would like to see them flow to Japan, 
as Govt insists on paying exporters 
only at the old exchange rate. How 
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long this situation is going to last is 
difficult to predict; already public 
opinion is unfavourably disposed to- 
wards many of the activities of the 
Dept. of S & D (which took over an 
altogether not too unblemished name 
from its predecessor, the Dept. of Sup- 
plies, Trade & Distribution), and the 
present deadlock is certain to exacer- 
bate feelings here which should cul- 
minate in the general demand for the 
abolition of this untimely control. 


It is urgently demanded by the com- 
mercial community here that Dept. of 
S & D adopts the new US$ exchange 
rate as fixed by the Hongkong Ex- 
change Banks Association without fur- 
ther delay, issues again import licences 
and takes such steps as are conducive 
to the promotion of trade with Japan. 


* * * 


Cement Production in Hongkong 


During August cement production of 
the one company engaged in this 
business aggregated 6027 metric tons 
which was a good improvement over 
July when 5810 tons were produced. 
The monthly averages of local cement 
production for the first half year 1949, 
for the years 1948 and 1947 were res- 
pectively: 3057 tons, 4435 tons and 2852 
tons. August production establishes a 
record, reflecting heavier demand for 
Government building projects and 
better offtake by private commercial 
firms which was the result of the nar- 
rowing in the price difference between 
the local product and imported cements. 


Milk Production in Hongkong 

During August the local dairy farms 
produced a total of 69,092 gallons of 
fluid milk which was a good improve- 
ment over the July output of 66,495 
gals. The monthly averages for the 
first half year 1949 and for the years 
1948 and 1947 were respectively:— 
55,566 gals., 42,987 gals., and 32,544 
gals. The continual advance in milk 
production reflects the higher purchas- 
ing power of the local community, the 
‘milk consciousness’ of large sections of 
the lecal Chinese population and the 
progress in dairy farming (with 
steadily expanding herds of Canadian 
and Australian breed). The largest 
and most modernly equipped dairy farm 
in the Colony with a Far.Eastern reput- 
ation second to none, is the Dairy 
Farm, Ice & Cold Storage Co., Ltd., a 
British managed public company which 
is also the Colony’s principal caterer 
with restaurants, cafes and stores 
spread over most districts of Hongkong. 


Hongkong Meat Consumption 

Animals slaughtered in public aba- 
toirs during August numbered 50,824 
(viz. 46,536 swine, 3940 cattle and 348 
sheep). These figures compare very 
favourably with the July slaughtering 
total of 44,908, and with the monthly 
averages of the first half year 1949, 
and the years 1948 and 1947 respec- 
tively of 49,494; 49,272, and 41,249. 
In addition to locally slaughtered 
animals, the imported meat supply 
(mostly from Australia in the form of 
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refrigerated cargo) is rising thus testi- 
fying to improved nutrition of the 
Colony’s inhabitants. It must be 
borne in mind when comparing the 
August figure with previous figures 
that the tropical heat during summer 
enforces a very reduced consumption of 
meat while in the colder months (from 
November to March) meat consumption 
is appreciably increased. Higher meat 
as other food consumption is partially 
accounted for by a larger population in 
the Colony (as a result of North and 
Central China refv.zees). 


Vegetable Marketing in Hongkong 

At the Government wholesale veget- 
able market in Kowloon the sale of 
vegetables is gradually increasing. In 
August this year a total of 924.9 tons 
of vegetables were marketed against 
639.1 tons and 566.4 tons in the same 
month of 1948 and 1947 respectively. 
The largest items sold are water spin- 
ach, white cabbage, Irish popatoes, 
sweet potatoes, and Chinese flowering 
cabbage. 


Raw Silk 


A report that a shipment of raw silk 
could be shortly expected from Shang- 
hai has been confirmed and the quanti- 
ty available is reported to be 300 bales 
which is equivalent to 300 piculs of 20 
and 22 deniers. This shipment is the 
first from Shanghai and is rather in the 
nature of a trial cargo indented at US$3 
per lb. c.if. Hongkong. Shortage of 
raw silk has created a heavy demand 
for this commodity and it is expected 
that further shipments will follow. The 
price offered for grade A was $2,400 
per picul, for grade B $2,320 and for 
grade C $2,240. The sale price was 
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accompanied by a_ stipulation that a 
definite order should be placed prior 
to shipment within fifty days. 


On account of the acute shortage of 
raw silk on the local market merchants 
appear ready to buy Chungking raw silk 
in spite of its price and a certain quantity 
is therefore expected shortly. Chung- 
king has ten raw silk factories with a 
yearly output of roughly 15,000 piculs. 
The price at source is reported to be 
524 silver dollars per picul but by the 
time the same quantity of raw silk 
reaches Hongkong the price will ap- 
proximate $2,000 per picul. This heavy 
increase is due to transportation by air 
and the surrender of exchange which 
would be roughly 10 per cent. How- 
ever it is not anticipated that there 
would be any difficulty experienced in 
disposing of the silk in Hongkong be- 
cause of the existing shortage of 
supplies. 


Exports of China Produce 


Exports from Hongkong of tungsten 
ore, wood oil, tin ingot, cotton yarn, 


bristles, rapeseed oil all showed an 
increase during September over the 
August figures. The figures in detail 
are: 

August September 

Piculs Piculs 
Tungsten ore 2,688 12,714 
Wood oil” .n-..- 25,708 67,287 
Tin=Ineot. wwe 1,415 3,887 
Cotton Yarn aaa. 23,584 40,761 
Bristles™ “snes ses 4,195 50,31 
Rapeseed oil ..... 315 500 


Tea however showed a decline fall- 
ing from 6,991 piculs in August to 5,263 
in September. 


AMENDED 


Hongkong Imports & Exports of Selected Commodities 
for the Month of May, 1949 


The Dept. of Commerce & Industry having adjusted the details of im- 


ports and exports of selected commodities, (published in the Far Eastern 
Economic Review for June 29), the amended totals are given below:— 
Imports Exports 
Piculs $ Piculs $ 

Wolter ,Otew: wtacman dice te ce rete: 1,718 496,429 6,406 2,145,971 
PAVACITNOL Va anette 6 steely ee iawseee aos 1,944 285,750 5,255 1,003,328 
Tin INOS (CHINESE) te cracte = aise ies 7,977 3.913,187 5,913 2,975,311 
Tn) SOLS) COTREL ene cua eaerees a ce- 504 271,795 — es 
Bipbov ayers & i SAR: | t= keh irony ner Glolo RODIS Cigitrn ve 20,580 1.034,300 11,103 690,546 
PANISCE CTO) Lorem: ceyeis-ieiviede « reLeeael« 284 117,046 599 245,000 
(CEEG Ei @ 1 IG, Hues iiis Cer anes Den eee 14 12,060 155 152,335 
Goconits (COpra) MOM err ats «aes ei 417 43,769 770 76,155 
TiTISCO HOLL tres dicevete 0 Oo cheaniie.s ster Meyendienesare 331 51,503 2 206 
Groundnut (Peanut) Oil ............ 21,295 2,970,100 328 60,228 
Sesarmlina NO lLmirteatee ut secs spipies) ors 24 3,960 217 54,056 
Crone 1S ER hot (OT ee wae aoe Se bE cy be one 5,142 611,730 31 4,903 
T Camm eCCd Otek tei enryslekey ete: Me ncuep suerte 28,324 3,708,760 24,043 3,429,072 
WiKsrefal OM Gio hyste0)) Wh. yagane yoda se 57,733 6,420,203 24,307 2,798,029 
W.OOd) OiliGine OULK )eiorenies wal eisienarct 9,402 1,328,154 40,139 4,877,238 
Other) oils) fromwseeds 5... 2) jon. 2 0 8,015 865,513 678 91,544 
Bristless) mace “rarer saisle lp slalelsic.elsyoitins on Looe el G21 0,008 3,930 9,444,033 
RUD PCTs Peder toriis aheteusts tuategers eget sal snlsionstate 17,759 1,679,960 22,974 2,016,553 
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Soviet & US Rubber Purchases 
Following the recent purchase by the 
British Government of 1 million tons 
of wheat from Russia, it seems that 
the Soviet Government wishes to pur- 


chase rubber and coconut oil in 
exchange and the Russian Economic 
Mission in London has been making 


enquiries to this effect. This means 
better prospects for the rubber indus- 
try than for some time past, if as is 
anticipated the United States increases 
its stockpile of rubber. 

During August Russia took 8611 tons 
of rubber from Malaya, and if the 
amount taken by Czechoslovakia (1186 
t.), Poland (1190 t.), and Roumania 
(150 t.) are included the total amount 
for use behind the “iron curtain” would 
amount to about 11,000 tons, as com- 
pared with the 13,000 tons shipped to 
the United States. - If the unusually 
large quantity of 4815 tons despatched 
to Hongkong is also included (forming 
more than one-third of the total des- 
patched to Hongkong for the first eight 
months of this year), which is attributed 
to purchases by buying agents in Hong- 
kong for shipment to Russia, the total 
quantity taken by the Soviet Union 
during August would exceed the ton- 
nage supplied to the USA for the 
month (13,205 tons). Direct shipments 
to Russia usually go via the Black Sea 
ports of Odessa and Batum; in- 
direct shipments are usually tranship- 
ped at the Polish port of Gdynia. 
Shipments from Hongkong would go 
by way of Vladivostok. 

US consumption of new rubber in 
August rose to 78,615 long tons com- 
pared with 70,611 in July; the August 
total, however, was 14.8% below the 
92,265 tons noted for Aug. 1948. For the 
first eight months of this year 658,705 
tons of new rubber were consumed, a 
drop of 8.6% from the corresponding 
period last year. The consumption of 
synthetic rubber in August was 33,891 
t., compared with 80,014 t. in July and 
38,582 t. in August 1948. The produc- 
tion of reclaimed rubber increased to 
17,840 t. in August compared with 
14,626 t. in July. Under the stipulations 
of the US Rubber Aet, which forms 
part of the defence pattern, American 
manufactured goods must contain a 
proportion of home-produced synthetic 
rubber and while the home industry 
must not be neglected this should not 
prevent the _ stockpiling of natural 
rubber from Malaya or other countries 
in normal times when supplies are 
available. The minimum consumption 
of synthetic rubber stipulated by the 
US Rubber Act is 225,000 tons, but last 
year consumption rose to over 400,000 ¢. 


The Double Tenth 


Contrary to expectations the Com- 
munist armies did not celebrate Octo- 
ber 10 (the Double Tenth) in Canton 
and perhaps because of this interval of 
waiting China’s great holiday com- 
memorating the formation of the 
Republic in 1911 passed off quietly. 
In Hongkong the crowds which were 
obviously determined to make the most 
of the day from a recreational point of 
view rather than from any political 
aspect were orderly. The streets were 
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perhaps rather less beflagged than is 
ordinarily the case and a surprisingly 
large number of Kuomintang flags were 
displayed. This may have been due to 
some extent to the lead given by the 
Chinese Chamber of Commerce which, 
after some deliberation and a few dis- 
sidents, agreed that the nationalist flag 
would still be hoisted. The five-starred 
communist flag was however also to be 
seen, notably at the headquarters of 
the Hongkong & Kowloon Federation 
of Trade Unions but no untoward in- 
cident occurred to mar the holiday 
spirit prevailing everywhere. 

To judge from the hundreds of 
cyclists enthusiastically pedalling along 
the roads in the New Territories, Bri- 
tish cycle manufacturers could be well 
satisfied with the headway their goods 
are making in the Colony. Carrying 
luncheon baskets and happily uninter- 
ested in whether a new regime would 
shortly have established itself in China, 
these hordes of young men covered the 
miles of hilly roads in the New Terri- 
tories in fine style, spending the day in 
wholesome exercise on their “push 
bikes.” 


* * * 


HONGKONG COMMODITY 
MARKETS. 


Cotton Piece Goods & Yarn 


The cotton piece goods market had 
a burst of activity last week and prices 
showed an increase: Grey sheetings 
Mammoth brand had a good turnover 
at $51 per piece and $51.50, Prosper- 
ous brand rose from $51.50 to $54, 
Dragon Head from $51 to $53, Elephant 
Head from $44.50 to $45.50, Four Lotus 
from $49.50 to $51: White cloth was 
in demand and Hsun Liang Yu rose 
from $51 to $53 per piece, Bee & 
Monkey from $49.50 to $52.50 and 
Camellia from $50 to $51.50. 

Cotton yarn also was active filling 
the requirements of Cantonese buyers 
and local mills and prices improved: 
Double Lion 10’s sold for $1,180 per 


bale, Golden Mountain 10’s for $1,110;. 


in 20 counts Double Golden Cock 
fetched $1,150, Double Horse $1,530, 
Lake $1,270, Tien Kuan $1,250, Water 
Moon $1,280. 


Metals 


Galvanised mild steel sheets, thin, 
which had improved in the early part 
of the week slowed down later: Japa- 
nese G30 3’x 7’ sold at $14 and $15.50 
per piece and fell to $14.50 with lack 
of interest on the part of buyers from 
Central China, 3’x 6’ fetched $13 and 
$14 per piece and fell to $12.50, Bel- 
gian 3’x7’ had a few sales at $15. 
Galvd. mild steel sheets, thick, Japa- 
ese G24 3’x7’ improved to 80 cents 
per lb., but fell later to 78 cents, G26 
fetched 90 cents, G28 sold for $1 and 
later for 95 cents per lb. Mild steel 
plates were in demand by Shanghai 
and Tientsin buyers and prices im- 
proved: French 3’x6’ were short of 
stock and sellers held to their offers, 
1/16” to 3/32” stood at $58 per picul, 
¥” sold at $52, 3/16” to %” improv- 
ed to $50; 4’x 8’ 1/32” fetched $70 per 
picul, 1/16” and 3/32” stood at $59, 1%” 
at $50, 4” & 3%” at $48 and %” at 


$49. Cable advices from France report 
that the indent price of mild steel bars, 
square, round & flat has been increas- 
ed from £25 to £27 per ton cif Hong- 
kong; on the local market prices were: 
round bars 40 ft. %4” $36 per picul, 
5/16” & %” $35, %” $33, %” to 1 
$30, 1%4” & 1%” to 2” $35, square bars 
20-22 ft. 4%” $44 per picul, 5” to i" 
$42, angle bars %” thick %” $51,.1 
to 1%” $50, 3/16” thick $58, %4” thick 
$57, 3%” thick $48, flat bars %4” thick 
54” $44 per picul, %” $43, 1” to 2” 
$42, 3%” thick %” & %” $43, 1” to 3 
$42, 44” thick 1” to 2” $47. Zinc sheets 
were brisk with demands from _ local 
torch case manufacturers: 3’x8’ G5 
improved to $125 per picul, G6 to $112; 
Japanese 3’x7’, though of_ inferior 
quality, also had some sales, G5 stand- 
ing at $110: while G6 rose to $105 per 
picul. Galvd. pipes were active and 
new arrivals of 4” met a favourable 
“market at $6.40 per foot, 1” old stock 
small size improved to $1.10 per foot. 
Black iron pipes showed a slight im- 
provement, 34” fetched 60 cents per 
foot and 1” 95 cents. With South 
Korean buyers in the market and a 
shortage of stock in several specifica- 


.tions, the price of steel wire ropes rose: 


2” fetched $2 per lb., but 1%” with 
available spot cargo stood at $1.60, 142” 
improved slightly to $1.30, 2%” stood 
at $1.10 and 2%” at $1. Tientsin buy- 
ers were in the market for galvanised 
wire and G6 to G7 rose to $53 per 
picul, G14 to G16 to $55 and G18 to 
G22 to $65. New arrivals of barbed 
wire from Belgium were on the mar- 
ket, and with Japanese cargo en route 
and a falling off of the demand from 
Central China prices kept low: Belgian 
%% cwt. packing was offered at $30 and 
later at $29 per bundle, the Japanese 
make in 56 lb. packing stood at $28; 
French 1 cwt. packing being short of 
stock was offered at $56 per bundle. 
The lack of demand from local nail 
factories combined with heavy stocks 
held in Hongkong and re-exports to 
Canton caused a dull market in hoop 
wire: British G1 3/16” to %4” was offer- 
ed at $34/$35 per picul and at $36 with 
re-export permit, G2 was particularly 
dull 3/16” to 3%” being offered at $29 
and at $30 with re-export permit. 
With buyers from Canton and Macao 
in the market wire nails improved in 
price, particularly under 1” which was 
short of spot cargo: G18 %” sold at 
$70 per picul, G18 5g” at $69, G17 %4” 
stood at $66 per picul. About 50 tons 
of tinplate cuttings arrived and met 
with a favourable market: ex-ship G1 
(original packing) fetched $21, G2 
(straightened packing) sold at $22 and 
$23 per picul, satisfactory profits being 
made on these transactions. 


Glass 


Cable advices from European fac- 
tories report advances in the price of 
glass since devaluation. of the pound 
sterling and forward bookings have 
been raised from HK$22 to $25 per 
case cif Hongkong for 16 oz. and 18 oz. 
specifications, the average increase 
being estimated at about 13%. Unfor- 
tunately as an offset to this increase, 
sales are now falling in consequence of 
restrictions on the import of-glass into 
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North and Central China; Taiwan also, 
which uses Japanese glass is obtaining 
supplies direct from the makers; the 
only export demand of any importance 
now comes from South Korea. Deal- 
ers, however, are saved from having 
to place orders now with the manu- 

ers as large stocks of glass are 
on hand in Hongkong, an estimate giv- 
ing over 20,000 cases as the quantity. 
French glass 100 sg. ft. 16-18 oz. sold 
at $24.50 per case for spot and later 
at $25, Japanese 100 sq. ft. was offer- 
a at $33 per case, corning down to 


Cement 
A brisk market met new arrivals of 


Emeralcrete 


Paper 

Local paper dealers are holding up 
‘their orders until they know the deci- 
sion of the European Paper Merchants’ 
Association in regard to prices follow- 
ing the devaluation of the pound sterl- 
ing, a meeting of the Association hav- 
been called for November 10 in- 
of February 1, 1950, as at first 

. New quotations received 
Sweden for newsprint show an 
increase from £36.10/- to £40 per ton 
cif Hongkong and the local market has 
quoted accordingly, newsprint in roll 
offered at 32 cents per lb. for 
‘spot. Tientsin and North Korea have 
restricted imports of newsprint to 1,000 


print. 

The cellulose market was active 
meeting demands from Canton and 
Taiwan; the British make was most 
tavoured and sold at $81 per ream for 
36” x 39” and $95 for 40”x45”. Alu- 
minium foil fell in price, British 
45x6.75 thin quality fetching $3 as 
against the previous price of $3.30 per 
Ib., Canadian fetching $2.90 compared 
with $3.20 and the USA make being 
offered at $2.80 against $3.15. 


Cigarettes 


Canton and Taiwan buyers were ac- 
tive filling their requirements in cigar- 
ettes; packing in tins was preferred on 
account of transportation: Garrick im- 
proved to $40 per 10 tins, 999 fetched 
$54, 555 sold at $38, Gold Flake at 
$23.50, Players $24, Craven A $22.50, 
Capstan Magnums $27, Capstan $22 
and Three Castles at $26. 
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Gunny Bags 


New arrivals of gunny bags from 
Pakistan totalled 6,000 bales; one-half 
of the shipment having been sold as 
en route cargo, 3,000 bales were still 
available for local spot requirements, 
prices accordingly fell transactions in 
Heavy Cees 29x43 taking place at 
$2.82 per 2% lb. bag, the spot price 
later falling to $2.80. 

Vegetable Oils and China Produce 

With the growing threat to Canton 
from the Communist armies large 
quantities of tungoil (wood oil) and 
rapeseed oil have been despatched from 
that city to Hongkong the total amount- 
ing to over 10,000 drums. A shipment 
of 500 tons of tungoil has also arriv- 
ed from Shanghai via Tientsin the first 
part of a total of 800 tons to be des- 
patched to this market, as well as an 
additional supply of 4,000 drums from 
South China so that the market is well 
stocked. In addition tungoil at Chung- 
king awaiting despatch to Canton 
amounts to over 3,000 drums, but owing 
to transportation difficulties only 30 to 
50 drums a day manage to get through. 
Shipments of tungoil from Yunnan and 
Kweiyang to Canton via Wuchow also 
amount to only 70 to 80 drums a day. 
These daily arrivals are considered 
sufficient to cover requirements, the 
export estimation from Hongkong being 
about 2,000 tons a month; however, the 
large stocks now being despatched 
from Canton as mentioned above must 
have a depressing effect on market 
prices. 

A meeting has been recently called 
by vegetable oil merchants to discuss 
whether they will pay the additional 
charge of $3 per drum for tungoil 
packed in drums and $4 for teaseed 
oil drums such as is now arriving from 
Tientsin, but no decision has yet been 
announced. Prices of tungoil during 
the week varied, sales were first effect- 
ed at $162 and $163 per picul, the 
former price being charged whether 
with or without drums and the latter 
for tungoil packed in drums with ex- 
port permit, later the price rose to $164 
per picul with export permit and $163 
without. Teaseed oi! had sales at $153 
per picul, a drop against the previous 
price of $156. Rapeseed oil with ex- 
port permit stood at $105 per picul and 
at $100 without permit. 

Aniseed star was in demand by In- 
dian exporters; the price stood at $60 
per picul for Nanning, Kwangsi, first 
quality and at $55 per picul for second 
quality; Tung Hing, Kwangtung. first 
quality was offered at $56 and $55. 
Tientsin buyers were still in the mar- 
ket for China rosin filling their require- 
ments for 1,500 cases, arrivals however 
were reduced and East River, Kwang- 
tung, first quality rose from $32 to $34 
and $35 per picul, while West River, 
Kwangtung, which was inferior in 
quality sold at $31, $32 and $34 per 
picul. New orders were received from 
Japan for green ramie at a price offer 
of the equivalent of HK$222 per picul; 
on the local market Szechuen ramie 
packed for export was offered at $220 
per picul, non-export packing was at 
$200, West River first quality stood at 
$200; the cost of Shanghai ramie at 
source was $185, the Chungking pro- 
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duct on arrival in Canton was priced 
at $190, which would make it too high 
in price for export after shipment to 
Hongkong. 

Local factories with export orders to 
complete were in~ the market for 
feathers: Haiphong second quality duck 
feathers fetched $218 and $216 per 
picul, Hoihow ‘A’ quality sold at $248 
and ‘B’ quality at $244, Yunnan first 
quality fetched $275, Indochina first 
quality sold at $227 and Singapore 
second quality at $202 per picul; re- 
duced demands for goose feathers came 
from the USA, offers being made at 
US 60 to 62 cents per lb. for 85% 


quality, local sales were made at a 
price of $440 per picul for 60% to 
10% quality. 

Ores 


Stocks of tungsten ore (wolfram) in 
Hongkong are heavy and dealers are 
pessimistic over the prospect of any 
improvemént in prices in the near 
future: a transaction of 30 tons of 65 
degrees took place at the low price of 
$210 per picul, South Korean standard 
quality was offered at $215 and a new 
arrival of 100 tons from Hainan Island 
with slightly improved quality was 
placed on the market at $215 per picul 
but without purchasers. 


Bristles 

Satisfactory profits accrued from the 
first order for bristles received from 
London since the devaluation of the 
pound sterling; the order was for 50 
cases of Chungking black at 21/- per 
lb., before devaluation the price quoted 
was 18/- per lb. This so far has been 
the only deal in bristles but at that 
price other sellers showed readiness to 
dispose of their stocks. New York 
buyers also continue to be interested in 
Chungking black at US$2.65 per Ib., 
Hongkong prices being US$2.525 and 
$2.55 per lb., and during the month 
some 800 cases went to USA. 

The difficulty lies in transportation 
which prevents supplies being equal to 
the demand only about 400 cases arriv- 
ing monthly. Some 50 cases recently 
arrived from Kunming and Kweiyang 
and it is reported that a shipment may 
be expected shortly from Shanghai. 
This shipment would consist of black 
bristles of 40% tops and 17 sizes from 
to 2” to 7”. The price in Chungking 
per case of 75 kilos was silver $540 
instead of the previous price of silver 
$430; at this price the cost on arrival 
would be approximately HK$2,360 per 
case. A recent New York offer for 
Tientsin 55 short stood at US$5.65 per 
Ib. but no transactions took place at 
this price as it was believed that even- 
tually the price would be improved to 
around US$6 per Ib. 


Fresh Fruits 

Shipments of fresh fruits from the 
USA have kept the market more or 
less even although the advent of the 
Autumn Festival with increased de- 
mands made dealers hope to see an 
improvement in prices generally. A 
shipment of Korean apples consisting of 
800 cases arrived in time for the Mid- 
Autumn Festival and were sold at 
$29.50 per case; black grapes from the 
States were sold at $40 per case and 
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red grapes at $36 per case; the best 
apples reached $35 per case; oranges in 
spite of the demand dropped to $49 per 
case from $54. 


Smoked Rubber Sheets « 

Further steps have been taken by 
the authorities to prevent misrepresen- 
tation of destination by exporters of 
smoked rubber sheets. Under the new 
ruling exporters are required to de- 
posit 25% of the value of the export 
with the authorities prior to obtaining 
an export licence and this sum will be 
returned upon handing in the certifi- 
cate of receipt from destination. 

Buyers from Tientsin, Yinchow in 
N. China and South Korea were in the 
market on a large scale. Singapore 
prices improved and the local market 
followed with Foreign No. 2 at $115 
per picul, No. 3 at $107 and No. 4 at 
$102, but North China buyers were not 
satisfied as they complained that very 
little profit could be made at these 
prices. 

Sugar 

The supply of special granulated 
white sugar in Taiwan is reported to 
be short hence the issuance of re- 
export permits to Mocao has been 
stopped by the Hongkong authorities. 
Stocks of sugar which were damaged 
by moisture are still plentiful in the 
Colony but sellers are holding back 
hoping that the shortage may enhance 
prices. A new shipment of about 
20,000 bags of soft sugar is expected 
shortly. 

Sugar intended for local consump- 
tion sold at $44 per picul for dry bags 
and $41 per picul for moisture-damaged 
bags. Buyers for Singapore and Thai- 
land bought special granulated white 
quality at $42.80, $42.85 and $45 per 
picul. 

Beans 

A fair amount of business was trans- 
acted in the soya bean market and 
Singapore buyers took 70 tons at $40.40 
per picul and 150 tons at $40.60. It is 
expected that prices may drop as 43,000 
bags of Dairen soya beans have ar- 
rived and other shipments are expect- 
ed shortly; transactions have been com- 
pleted at ex-ship prices of $32 per 
picul and $31 per picul. Sauce makers 
bought 1,000 bags at $41.50 per picul. 

The black bean market was dull, 
Shanghai quality offering at $64 and 
$65 per picul; Tientsin quality was 
bought forward by Taiwan buyers at 
$42 per picul. Kalgan and Tientsin 
green beans which were short sold at 
$54.50 and $44.80 per picul respectively. 
Cuttlefish and Mushrooms 

It is reported that South Korean au- 
thorities have reduced the export of 
cuttlefish in order to improve the price 
which has been extremely low, but the 
amount of the export allocation is not 
yet known. Best quality cuttlefish sold 
at $220 per picul and second quality at 
$200. 

The withdrawal of Japan import 
licences as at November 26/27 has 
affected the price for Japanese mush- 
rooms; the position in the local market 
is reported as favourable, best quality 
selling at $2500 per picul, second 
quality at $2100 and third quality at 
$1700 making a general increase of 
roughly $100 per picul. 
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Chinese Manganese Ore & The World Market 


(Special to the Far Eas tern Economic Review.) 


Pure Manganese is a hard, brittle, 
reddish grey or grayish white, metallic 
element found in many parts of the 
world, particularly in Sweden, Russia 
(the Caucasus in particular), Brazil, the 
U.S.A., China, the. Federated Malay 
States, India and the Philippines. It 
occurs associated with many “Mangani- 
ferous” ores such as iron, silver, or 
zinc. The most important sources are 
Pyrolusite, which contains up to 63.2% 


of Manganese, and Psilomelene which 
contains manganese from 45—60%. 

It is used chiefly in the iron and steel 
industries to produce steel of various 
qualities to meet different requirements. 
It is also used in making manganese 
bronze and other alloys with copper, 
tin, aluminium, zinc, lead, magnesium 
or silicon. 

The following table shows the World 
Production of Manganese Ore: 


World Production of Manganese Ore 
Manganese ore produced in principal countries of the world, Mn content 


30% or more, in metric tons. 


1941 1942 1943 1944 1945 1946 1947 
Cuba 251,385 249,255 311,214 257,864 198,243 130,764 50,397 
Mexico 7,500 40,000 70,503 80,671 51,959 25,000 31,400 
US 79,646 173,043 186,129 224,632 165,412 130,303 119,409 
Brazil 437,402 306,241 275,552 146,983 244,649 149,149 142,092 
Chiles.* iis 47,200 71,292 114,074 43,989 7,445 15,659 19,352 
Hungary 26,380 31,880 33,580 21,050 6,600 14,780 33,470 
Ttalyaroee. 59,773 60,163 t Bi 15,389 2 t 
Rumania 15,032 29,021 37,417 £ ag 18,807 t 
Sweden .. 13,928 24,242 26,703 24,276 18,036 12,594 t 
Spain... 9,968 21,268 26,150 30,426 24,889 29,589 22,429 
U. S. S. R. 2,393,000 1,823,000 1,000,000 461,000 2,251,000 1,700,000 1,800,000 
U. K. 1,205 10,599 20,558 17,890 11,480 — —_ 
China 500 500 4,365 a 16,400 9,600 20,000 
Bri. India 798,555 769,423 604,922 376,251 213,602 256,975 350,000 
Japan 195,546 254,254 342,884 400,679 85,700 29,394 33,194 
Gold Coast 498,881 691,016 534,362 479,499 713,013 777,583 589,655 
Fr. Morocco — 50,722 44,273 49,010 27,550 45,292 57,080 109,452 
Union of S. 
Africa 445,893 394,445 219,122 106,883 114,546 237,897 288,213 
Australia 13,824 10,422 6,351 2,210 1,000 t si 
Totals** 5,491,000 5,167,000 4,040,000 2,900,000 4,240,000 3,650,000 3,700,000 
* Shipments. { Data not available; estimate included in total. ** Totals 
include miscellaneous productions. 
The U.S.A. is the world’s biggest mines in South and South-west China, 
consumer of manganese ore. The and it is for this very reason that the 


U.S.S.R. has been the biggest supplier 
of manganese ore since 1947 for the 
U.S. but it is reported that the agree- 
ment between these two countries for 
supplies of this ore already expired 
early this year. There should be some 
chance for Chinese suppliers to sell the 
ore of better grades to the U.S. market, 
while ore of about 44-45% purity can 
find a ready market in Japan, the big- 
gest buyer of Chinese manganese ore 
for years. 

So far as China is concerned, Prof. 
Chang Chi-yun states ‘Manganese is 
known to occur in Kwangtung (Chin- 
hsien), Kiangsi (Loping), Kweichow, 
(Tsunyi), Hunan (Siangtan), Kwangsi 
(Wuhsuan and Kweiping) and Liao- 
ning (Hsing-cheng and Fengcheng). 
The deposits in Liaoning may prove to 
be the world’s largest. Their contents 
were estimated at 200,000,000 tons and 
in 1937 they yielded 330,000 tons, a 
sizable output comparable to those of 
Austria and Soviet Russia. Other parts 
of China produced, in 1937, 120,000 tons 
of ore, an amount which is more than 
adequate for use by the steel industry of 
the present day.” 

Great as the potentiality may be for 
China to become one of the world’s 
biggest suppliers, exporters in this Col- 
ony will be chiefly concerned with the 


writer wishes to give a brief account 
of the mines in these areas with stress 
on Kwangsi’s production. 

Kweichow:—The deposits have not 
been worked on an extensive scale. No 
statistics are available. One thing is 
sure, that is, the output has not yet 
been of any significance in the light of 
export. 


Kwangsi:—The situation is better 
than that of Kweichow. However, 
business is manganese ore is over- 


shadowed by Kiangsi’s 
Wolfram. 

Hunan:—Early in World War I, the 
Hanyehping Iron & Coal Company was 
mining this ore for use in their Han- 
Yang iron works, but it was not until 
1915 that other companies started to 
develop the mines in this province for 
the purpose of exporting the ore. As 
a result of the huge demand of Japan, 
claims were staked out in Henuang, 
Chengchow, Euhsien, Anhua, Yochow 
and Siangtan where the output is the 
largest in this province. 

Kwangtung:—Manganese ore deposits 
are found at several places. The most 
important ones are located in Chin- 
chow and its neighbouring districts, 
with Pakhoi as the shipping port. Prior 
to the outbreak of last Sino-Japanese 
War, shipments were not infrequently - 


exports of 
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made to Japan from Pakhoi by means 
of small Japanese steamers. However, 
business has not yet recovered since the 
war. 

Kwangsi:—Deposits are found in the 
area extending from Luikiang, Sian- 
hsien, Wuhsuan to Kweiping, about 90 
miles in length and 3 miles in width. 
Though exact data with regard to the 
total deposits are unavailable, the 
quantity must be enormous judging by 
the size of the area. The ore found in 
Liukiang, Sianhsien and Kweiping 
ranges from 36% to 45% in purity 
whereas those in Wuhsuan possess as 
high as 48-56% of Manganese content 
and are, therefore, of the best quality. 
The following is an analysis made on a 
representative sample of Wuhsuan ore: 
Manganese 56.0%, Iron 1.4%, Silica 
2.1%, Phosphorus 0.1%, Sulphur 0.1%, 
Moisture 0.3%. 

Manganese ore from Kwangsi has 
long been exported to Japan. Perhaps 
it is wise to export the best quality to 
the U.S.A., where buyers like to pur- 
chase ore with a minimum manganese 
content of 48% or over, so as to fetch 
better prices. 

It was reported that Japanese au- 
thorities approached the Kwangsi Gov- 
ernment in 1948 in an attempt to reach 
some agreement on the supply of 50,000 
tons of ore, but the deal does not seem 
to have been materialized. What can 
be confirmed now is that at least about 
2000 tons were lately shipped to Hong- 
kong and half of the said amount has 
been delivered to Japan. The remain- 
der will also find its way to the same 
destination eventually. The quality is 
only of 44-45% purity. 

The most serious handicap to a sub- 
stantial business in Kwangsi manganese 
ore is the difficulty in transportation. 
Most of the mines are some distance off 
the water-side. Imagine the time and 
labour required for removing the output 
from the mining area to the water-side 
to be loaded on board junks heading 
down river for Canton. In the absence 
of modern facilities such as light rail- 
way and highway, the miners are often 
compelled to make the most of ox-carts, 
which would jostle and creak all the 
way as if complaining of the antiquated 
assignment. However, one has good 
reason to believe that either the mine- 
Owners or the government authority 
will try to overcome such handicap 
once the situation in South China is 
settled. 

Grades of Ore:—The grades of man- 
ganese ore as adopted by the largest 
producers all over the world are as 
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Economic Developments in Shanghai & Tientsin 


SHANGHAI 

Effectiveness of the Nationalist-im- 
posed blockade is apparent in latest 
reports that Shanghai industries are 
now operating at 30 to 40 percent of 
normal levels. Raw material stocks are 
being steadily depleted with no imme- 
diate prospects of obtaining replace- 
ments. ‘Moreover, marketing of both 
industrial and consumer’ goods is 
handicapped by military priorities 
established for existing limited railway 
and inland water ‘transport facilities. 
Finally, the severing of overseas mar- 
kets is a decided deterrent to industrial 
production. 

Banking and Finance: 173 banks met 
the September 20 deadline for recapi- 
talization by paying in to the People’s 
Bank of China the equivalent of US$4.5 
million in cash and nearly US$1.7 mil- 
lion in assets. 19 banks were forced to 
close because they were unable to meet 
recapitalization requirements. Thirteen 
foreign banks in Shanghai have not yet 
increased their capital. Because of this 
situation, the money market became 
tight. 

Despite the establishment of more 
favourable telegraphic transfer rates on 
September 15 as an aid in counteracting 
the steady rise in official foreign ex- 
change rates, these TT rates were still 
below realistic or black market quota- 
tions. While the official US dollar 
exchange rate advanced only 150 during 
August, the rate increased by 400 in 
the second week of September, advan- 
cing from PB$2,800 on September 13 to 
PB$3,200 on September 19. On the 
latter date, the telegraphic transfer rate 
for the dollar was 3,500 while the black 
market rate was up to 3,700. Although 
the spread of 6 percent between official 
and TT rates since September 15 is not 
high when compared to the occasional 
spreads of as much as 20 percent under 
the KMT, the fact that the black mar- 
ket rate has steadily kept ahead of each 
rate rise is of significance. The Official 
TT rates for London and Hongkong 
were on Sept. 19 respectively PB$9,800 
and 530. 

Foreign Trade.—In view of the Na- 
tionalist blockade which has resulted in 
the virtual standstill of foreign trade, 
the recent arrival of the first two 
American vessels in Shanghai since the 
closure of the port on June 25 has great 
significance. Both the SS “Flying 
Clipper” from Taku Bar and the “Fly- 
ing Independent” from Hongkong were 
berthed at Hongkew-Shanghai wharf 
on September 18. The “Independent” 


follows:— 
Grade Manganese Iron Silica Phosphorus Sulphur Copper 
Special 50% 2-4% 5-6% 0.1-0.18% trace trace 
No. 1 45-49% 5-1% 5-7 % 0.15-0.2% trace 0.026% 
Nor 2 40-44% 5-7% 7-12% 0.18-0.22% 0.02-0.09% 0.026% 


Moisture:—in all cases the moisture should not exceed 1%. 


Requirement of Japan:—Since Japan 
is going to buy from abroad in this 
fiscal year up to 100,000 metric tons of 
manganese ore, the requirement of 
Japanese buyers would certainly be of 
some interest to those who desire to 
participate in this business: 

Quality to be guaranteed:—Manganese 
45% up, Iron 4% or lower, Silica 4% 
or lower, Phosphorus 0.12% or lower, 


Sulphur 0.12% or lower. 

Rejection Point: The Japanese Minis- 
try of International Trade and Industry 
reserves the right to reject the shipment 
if the percentage of ore in powder form 
exceeds 20% average of the total ton- 
nage. 

Mn Minimum 43%, Si 02 Maximum 
6%, Fe Max. 6%, P Max. 0.5%, S Max. 
0.5%. 


was stopped by Chinese naval craft at 
the mouth of the Yangtze but was per- 
mitted to proceed, while the “Clipper” 
was also apparently cleared by the 
same patrol vessel. 

Goods imported prior to September 
1947 in violation of Nationalist import 
regulations are to be released to im- 
porters after payment of charges in- 
curred by the Central Bank of China. 
Although these shipments are said to be 
large, importers may let them go by 
default because of warehousing charges. 

A 50 percent discount is to be granted 
om rail shipments of bristles, tea, tung 
oil, and raw silk originating from the 
south and destined for Tientsin, pro- 
vided they are intended for export. The 
same discount applies to shipments of 
raw cotton destined for the Northeast. 
and domestic mill use in the north. 

Foreign Trade Regulations—With 
respect to the rules governing the im- 
portation of merchandise licensed by 
the Nationalist Government prior to the: 
takeover of Shanghai a further provi- 
sion is made, viz: (4) Where an im- 
porter had previously arranged for a 
shipment of goods not now permitted 
under the new foreign trade regulations 
(but covered by an old import license 
and with self-provided foreign ex- 
change) and is unable to purchase sub- 
stitute supplies that are permitted entry 
because of charges incurred in the 
interim on the old shipment, he may 
apply for a reduction in the cost of the 
new goods by submitting documents 
showing the amount of losses incurred. 
The amount of foreign exchange re- 
quired for the new shipment will then 
be correspondingly reduced and new 
licenses will be issued for the import 
of such goods within a specified time. 
In no case is the amount of private 
foreign exchange to be left abroad. 

Business 'Tax:—Business tax collec- 
tions now total PB$7 billion (equivalent 
to slightly over US$2 million at current 
official exchange rates.) While exemp- 
tion from the tax levy was granted to: 
certain public utilities, banks, etc., some 
state-operated enterprises must pay the 
tax presumably on the’ grounds that 
they are in competitive fields. 


Commodity Tax:—New commodity 
tax rates and regulations were announ- 
ced in Shanghai on September 15. (The 
collection of commodity tax—levied 
alike on both specified imported and 
domestic goods—was resumed shortly 
after the communist takeover.) Several 
items in addition to those subject to the 
tax under the Nationalist regulations. 
have been added. These include; spices; 
glass; dyestuffs, pigments, and paints; 
certain mineral items; fish products; 
and bamboo and lumber. Under the 
revised regulations, the new commodity 
tax rates apply to all goods not yet 
traded or which remain in the factories. 
While goods in retail stores are ex- 
empted from the tax, all wholesalers, 
godown and warehouse owners are re- 
quired to register their stocks and pay 
the tax on affected articles at the new 
rates. Certificates are to be issued upon 
tax-paid goods destined for other areas. 
in order to avoid duplication in pay- 
ment. 
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Commodities.—The practice of dump- 
ing of rice, flour, sugar, cotton yarn, 
and cloth on the market by the author- 
ities, together with plentiful arrivals of 
rice in Shanghai, has resulted in a 
steady market with first-quality rite 
selling at a low of PB$44,000 a picul on 
September 16. (There has been a 
steady decline from the peak price of 
70,000 registered on July 16.) As a 
result, the parity deposit unit declined 
from 833 on September 13 to 745 on 
September 19, a drop of 88. 


TIENTSIN 

Foreign Trade:—On September 15, 
the local press reported that the North 
China Foreign Trade Company, a sub- 
sidiary of the North China Foreign 
Trade Control Bureau, had been re- 
organized into 5 separate export com- 
panies and 1 import company to operate 
under the control of the Bureau. The 
object of the reorganization is to deal 
directly with foreigners, at the same 
time eliminating local firms, ' both 
Chinese and foreign, from the North 
China trade. In the meantime, the 
bristle monopoly department of the 
above organization blamed local specu- 
lators for adverse conditions relative to 
North China bristle exports. The In- 
dustry and Commerce Bureau is cur- 
rently interested in dried’ and fresh 
fruit for export and is holding confer- 
ences with interested shippers. 

Finance:—Official exchange rates for 
the US dollar were raised to PB$3,900 
on September 14, the Pound Sterling 
to 9,200, and the Hongkong dollar, PB$ 
550. The rates for currency notes were 
revised on the same day as follows: 
US dollar 3,500 and Hongkong dollar 
510. Following the lead of Shanghai, 
the Tientsin branch of the People’s 
Bank placed currency notes in de- 
nominations of PB$500 and 1,000 into 
circulation. 

Commodity Tax:—As in Shanghai, 
new commodity tax rates, effective 
September 15, were announced in Tien- 
tsin. With slight variations, the com- 
modities subiect to the tax are the same 
as those affected in the Shanghai area. 
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Japan’s Commercial 
Problems 


(From a Correspondent.) 


Devaluation of the pound sterling is 
having a serious effect on Japan’s 
economic position in that the tightening 
of dollar credits is already acting as a 
brake on Japanese exports to Britain 
and other sterling areas, as well as to 
the United States itself with the sea- 
sonal set-back in demand. It would 
appear that devaluation came rather 
unexpectedly to Japan and has upset 
the economic planning which SCAP 
had so carefully been instigating. SCAP 
is now trying to offset to some extent 
the serious effect occasioned by the 
falling off of buyers in the sterling 
areas by spurring on trade negotiations 
with other countries not so intimately 
connected, but as many of the contracts 
already signed are affected by the ster- 
ling devaluation the position is compli- 
cated. 

A fund was established by SCAP 
some time ago accruing from U.S. sup- 
plies sold to the Japanese, which was 
designed to assist in the difficult period 
it was anticipated might temporarily 
occur during Japan’s change over in 
economic policies including the estab- 
lishment of a uniform exchange rate. 
For one thing stringent economy was 
called for in Government departments 


Also the same rates are applicable in 
both areas. Similarly, the tax is to be 
levied on goods at the factories which, 
when completed, will be permitted to 
be sold everywhere without duplication 
of the tax. 


Commodity Prices.—Prices of com- 
modities continued to show a decline 
over the week ending September 15. 
For example the retail price of rice 
dropped from PB$330 a catty on Sept- 
ember 8 to 310 on September 15. The 
Nankai University’s Economic Research 
Institute announced on September 6 
the general commodity price index as 
3,193,773, an increase of but 1.12 over 
the previous week. 
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necessitating the dismissal of some 
125,000 employees on Government pay- 
roll, and the fund was intended to give 
assistance to production so that these 
unemployed workers could be gradually 
absorbed. Whether this scheme could 
overcome the difficulties incurred by 
retrenchment on such a scale is not yet 
apparent but the fund is now being 
drawn upon by the American adminis- 
tration to the extent of 27 billion yen 
to be given to the Japanese Government 
during the 1949-50 fiscal year for rail 
and telecommunication expansion. 
These two systems were the hardest hit 
by the retrenchment scheme and there- 
fore are naturally the ones to be the 
first aided. At the same time the danger 
of a serious slump is increasing and 
with it labour unrest because of the 
tightening in all classes of production, 
not excluding some of the larger ones. 
such as steel and electricity and neces- 
sitating the complete closure of a num- 
ber of smaller companies. Figures are 
not yet available as to the number of 
men already unemployed although it is 
known that over ten thousand are al- 
ready affected. There is little doubt 
but that the situation does not appear 
too rosy especially as most Japanese 
firms have large stocks on hand in an- 
ticipation of a boom which cannot now 
be sold. Banks are also becoming chary 
of advancing credit against inventories 
because of the uncertainity over the 
ability to sell. 

The optimistic however hope that 
with the fund already on hand to be 
used immediately the threatened crisis 
may be safely averted especially as the 
new trade agreements get going plus a 
determination that Japan’s economy 
must be maintained at all costs. 


Pearl Trade 


The absence of Japanese cultured 
pearls from foreign markets during and 
since the war now promises to end with 
sales in the United States being ex- 
tremely brisk. The result is Japanese 
pearls are again rapidly recovering lost 
ground especially as with increased 
production prices are coming down. 
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THE ECONOMIC SITUATION IN 
INDONESIA IN 1948 


FOREIGN TRADE IN 1948 


4 The table below shows the value of 
imports and exports (in million U.S. 


dollars) in the years 1939, 1947 and 
1948:— 

1939 1947 1948 
Imports 178.3 284.1 435.6 
Exports 281.2 129.4 393.9 


Export Import Import 
surplus surplus surplus 


102.9 154.7 41.7 
Percentage of 
imports cover- 
ed by exports 158 45 90 


The pre-war export surplus, which 
is of vital importance for a_ country 
such as Indonesia, was replaced after 
the war by a large import surplus. 


It looked as if the year 1948 would 
prove to be a turning point. Even in 
the first quarter, the exports began to 
show the results of the improvement in 
the economic situation of Indonesia, 
which had been brought about by the 
first police action in the middle of 1947. 
This improvement was continued in 
the next quarter, so that for 1948 the 
value of exports exceeded 377,000,000 
dollars. Imports increased too, but in 
proportion this increase lagged behind 
that of exports. On 22 December 1948, 


Netherlands 
Great Britain 


Belgium 


SWEGCH Settee ces cieiteaie Sistecar tie aldicte 


Canada 
aks. A, 


SST APOLE Ca ceeteta sts esate, « ate. a eteret eae eve 
Hongkong 
China 
Japan 


Australia 


Other countries 


Total 


however, Mr. Paul Hoffman the E.C.A.- 
Administrator, announced that pending 
the clarification of the situation which 
had developed in Indonesia after the 
breaking off of the political negotiations 
and the taking over the remainder of 
the territory controlled by the Repub- 
licans, the E.C.A. assistance would have 
to be suspended for economic reasons. 
Payment would still. be made, however, 
in respect of contracts concluded before 
December 22. Indonesia’s participation 
in the European Recovery Programme 
was thereby stopped for the time being. 


Imports 


The value of the imports in millions 
of U.S. dollars was as follows: 


Groups of articles:- 1947 1948 1939 
Foodstuffs, stimu- 

Tants"etes Sone8 83.2 85.0 32.8 
Chemicalsy 2305.5. 12:6 eeZac2 eee’ 
Paper, ets ssacci. 6.6 12.2 6.2 
Textiles mses:scists- sss. 85.7 133.4 46.5 
Machinery, means 

of transport, etc. 51.3 75.6 36.6 
Metals and metal 

products © ..<%.: 16.2 38.2 22.4 
Fuels & lubricants 9.7 36.3 — 
Other articles .... 19'2° 32.8 15.1 

Total Mis etek. 284.5 435.7 178.3 


Share of the principal countries in 
the imports, in millions of dollars: 


1947 1948 1949 

value % value % _ value % 
32 431 83:3 AS) 37:4 21.1 
21.8 elas. 16 86 12.6 7.1 
3.3 ioe math ee} 2.6 4.8 2.7 
Jbl 0.4 5.0 1.2 Tal 0.6 
3.1 el 5.4 1.2 1.3 0.7 
111.0 39.0 97.3 22.3 24.0 13.6 
5.4 1.9 o2 2.1 2.1 1.2 
4.2 15 12.3 2.8 1.5 0.8 
18.2 6.4 11.8 2.08 12.8 7.2 
8.3 2.9 9.7 2.2 2.5 1.4 
13.6 4.8 10.3 2.4 3.8 2.1 
23.1 8a 7.06) el G2eeeS21 18.4 
6.5 2.3 12.6 2.9 5.8 33.2 
27.7 9.7 59.3 13.7 36.5 20.1 

284.5 100 435.7 100 178.3 100 


It was still necessary to pay large amounts for the importation of food- 


stuffs, particularly rice. 


Provision for the new areas added to the Federal 


territory in 1947 entailed the necessity of greatly increasing the imports of 


textiles as well. 


ever, to note that 


The groups machinery, 
metal products also show a considerable 
1948 as compared with 1947 shows a reduction of the 


means of transport, metals and 
increase. It is gratifying, how- 


value per ton of the imports in these groups, 


PROGRESSING RECOVERY 


In judging the figures and data given 
it should be borne in mind that despite 
the considerable progress made in 1947 
the pre-war level of production is still. 
far from being reached as regards 
volume and value, let alone in relation 
to needs. 

The 33 sugar factories situated in the 
old occupied territory of East Java 
were all returned to their owners in 
1948, 

The number of producing factories in 
the Federal territory of East Java 
which will be in production for the 
1948 harvest was 19 at the end of 
January 1949. In 1941 they had a col- 
lective processing capacity of 69.47 
acres of normal cultivation and a nor- 
mal output of 403,188 tons of crystalliz- 
ed sugar. For 1947 these figures were 
2,903 hectares and 8,022 tons of crystal- 
lized sugar respectively, treated in 3 
factories. For 1948 they were 12,614 
acres and about 39,898 tons respective- 
ly, to be treated in 8 factories. The 
number of acres planted for the 1948/ 
49 crop is 39,089, which are expected to 
produce an estimated quantity of 200,- 
000 tons of cane sugar—provided the 
cane is not burnt by extremists—which. 
can be processed in 15 factories. 


The estates in East and West Cheri-. 
bon have planted a total of 11,246 acres 
and upwards of 347 hectares of seed-. 
lings for 1949/50. 

As regards the factories in Central 
Java, it may be said that there is gen- 
erally speaking an inadequate degree 
of security. In 13 factories operations: 
are in progress to clear, repair and put 
plants into running order. With re- 
gard to the sugar estates in the newly 
occupied areas of Central Java, it may 
be added that operations to put them 
into running order can be commenced. 
For the whole of 1948 sugar exports 
amounted to upwards of 70,000 tons. 
(including 7,000: tons of molasses), 
which besides in the Netherlands and 
Japan could be marketed chiefly in the 
immediate vicinity. 

American sugar requirements for 
1949 are estimated at 7,250,000 short 
tons. The Philippines will be unable 
to meet the quota allocated for this 
year (982,000 tons); the deficiency is 
estimated for at 125,000 tons. Haiti 
and the American sugar beet growers 
are also expected to fall short of their 
quota, while Cuba will have a smaller 
crop than last year (1948: 6,675,000 
short ton; 1949: 6,000,000 short tons). 

Sugar production in Formosa is 
rapidly increasing. Despite larger 
sugar beet crops in Europe and the 
continued shortage of dollars, it is ex- 
pected that that sugar prices will rise 
in the course of this year. 


Rubber 

The number of productive rubber 
estates in federal areas during 1948 
rose from 108 to 267 in Java and from 
86 to 150 in the rest of Indonesia; in all, 
therefore, from 194 to 417. The total 
output was 103,406 metric tons dry. 

Total exports of estate rubber in 
1948 amounted to 102,930 tons; of this 
quantity 40,916 tons (39.8%) went 
to the Netherlands, 18,962 tons to the 
United States of North America 
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(18.4%), 9,653 tons (9.4%) to Singa- 
pore, 9,489 tons (9.2%) to Japan, 5,063 
tons (4.9%) to Great Britain, 4,026 tons 
(3.9%) to France and 3,465 tons (3.4%) 
to Germany. 

Before the war the capital invested 
in the rubber estates in Indonesia 
amounted to some US$377,000,000 while 
the value of the Indonesian rubber 
plantations was likewise assessed at 
about $377,000,000. The number of 
workers employed on the estates, in- 
cluding the members of their family, 
‘was some 2 million, the Indonesian 
rubber planters and their families total- 
led some 4 million, the number of tap- 
pers and their families upwards of 3 
million, so that a total of about 9,000,- 
‘000 people depended for their liveli- 
hood on rubber production. 


In 1948 plantation rubber exports to 
the U.S.A. and Japan amounted to 
28,484 tons, representing 27.6% of the 
total exports of plantation rubber 
(U.S.A. 18.4%, Japan 9.2%). The ex- 
ports of native rubber to these coun- 
tries in 1948 was 48%. 


Although in itself a high figure, the 
world stock of natural rubber as at 
3ist January 1949, (750,000 tons) may 
be described as high it is nevertheless 
the lowest figure since July 1946. On 
the other hand the stock of synthetic 
rubber is increasing and the figure for 
31st January 1949, is the highest since 
the beginning of 1947. 


The Rubber Study Group published 


the following world production esti- 
mates for the year 1949: 


long tons: 
‘Estimated world production of 


Maturalerubbeveens cscs ccctos 1,575,000 
of which, inter alia; 
DVIAIAY Ate ress isis aueianarc eS 700,000 
Andonesia: omen ete wastes Salens 500,000 
Ceylon Vash tot hee oe 90,000 


Estimated world production of 


Matural se rubpery cic acess 1,450,000 
of which, inter alia; 
USA ck spacensedi sh wieteis fore orl 600,000 
TER tare Witte cthais artarclore s-cieree 183,000 
STANCE © yen raises fetes singer ecto aie 97,000 


On the basis of the above figures, the 
estimated surplus for 1949—ignoring 
‘strategic stock piles—would be 125,000 
long tons of natural rubber. 


For synthetic rubber the 1949 con- 
‘sumption was estimated at 450,000 long 
tons, of which 410,000 long tons in the 
U.S.A. The production for 1948 was 
likewise taken to be 450,000 long tons. 


‘Tea Cultivation 

The tea trade was confronted with 
many difficulties in 1948. Despite all 
this it may nevertheless be observed 
that the rehabilitation of plantations, 
factories and buildings made continu- 
ous progress. 


In 1948 the tea production, expressed 
in units of 500 grammes, was: 


gt al ee ee Se 


Exports of Indonesia Vien ‘ 
The value of the exports was as follows (in millions of U.S. dollars):— 


1947 1948 1939 

tons value tons value tons value 
Rubber PMS ees ce 784,995 25.6 279,800 96.6 410,704 73.5 
Copra’ Sarees. eee o 152,639 30.1 242,246 59.2 537,024 9.5 
Sugane’ "scarce vee 1,726 0.3 63,922 8.9 1,376,038 28.9 
Tear teeta cesses 3,203 2.1 9,408 8.1 83,653 21.5 
Tin and tin ore .... 21,673 22.8 46,294 55.8 38,753 22.4 
Palm kernels ...... —_— — 11,100 1.8 44,420 0.5 
Coconut oll an amir — — He me 9,453 0.3 

Soya beans <«...... — — 6,70 < — —_— 
Rattan AP nC LO 14,653 2.6 17,765 3.6 33,600 0.8 
Petroleum prod. ...._ 770,979 23.5 3,848,000 98.1 6,425,547 58.7 
Baxite sae 89,581 0.3 450,200 1.9 246,150 0.8 
Palm oiler 2 ea. eee 2,263 1.2 8,600 2.8 16,012 0.5 
Ground nuts. ...... — = 8,600 2.8 16,012 0.5 
Kapok vein: Pisses 2,900 12 5,800 3.4 21,786 3.2 
Maize Sse FA8 ene —= = 14,800 1.4 94,388 3.2 

incho: r and 

. quinine i K fee — — — 3.4 6,905 4.2 
Hard rope fibres ... 3,582 0.9 5,800 1.8 108,036 3.9 
White pepper ..... 1,743 1.2 829 0.8 15,238 Jet 
Black pepper ..... 894 iba! 976 0.7 55,847 2.5 
Tobacco. scena ne 2,230 1.6 1,062 1.6 353,831 10.1 
Stiellsi rsa acetate 1,359 0.8 3,020 1.4 1,820 0.2 
Comeetrrn.oe nr a nee. 357 0.2 2,378 1.3 66,122 4.3 
Sundries ©. as est — T25 — 23.2 — 35.5 
Totals) Sere i. 129.4 393.9 281.6 


1947 1948 1949 

Destination: value % value % _ value % 
Netherlands: ceils Shon Ship teed tote cite 56.0 43.2 141.8 360 41.2 14.6 
GreatiBritaing ahs. .i66 secaNionw «ete 20 2.6 7.9 2.0) 22:9 4.6 
Sweden cies cars dehe eamiotanimictotne eieuteas 0.7 0.6 3.8 1.0 0.6 0.2 
Us Si Ase wie theccsters betes Sepa creentesiee 24.0 185 69.2 17.6 55.4 19.7 
Singapore, Penang & Malaya ....... 258 20- 746 189 55.8 19.8 
Hongkong och cciecse cov fara cies enpverciststey« 2.5 1.9 7.3 1.9 5.1 1.8 
Japan yen. arciarascleclokss eekekeoiet ised ACS 9.6 2.4 9.3 3.3 
Other countries 9 Fir sep sc5.6 aorta ereavers 15.4 20.7 79.7 20.2 101.3 36.0 

Total 95) cacsears ister creas cokers 129.4 100— 393.9 100— 281.6 100- 


The figures representing the quantities clearly show that the pre-war 
exports, except in the case of tin and beauxite, have by no means been 
reached so far. On the other hand it is a source of satisfaction that since 
1947 the variety of the products exported has again increased. Indonesia’s 
basis of exchange improved somewhat in 1948, although here too the 1938 
situation is still a long way off. 


The total imports during the months of January, February and March 
1948 and 1949 were: 


1948 1949 
1000 lbs $ 1000 1000 Ibs $ 1000 
January voc iGege os cv gmeee cies 684,327 41,900 250,342 21,100 
MebDrUaLy, cNshjoetio wissen 223,834 24,200 449,445 44,500 
March aiea. o: Whos oreo 360,604 46,300 308,317 39,900 
Totalh... 6.885 cneste eee are 1,268,765 112,400 1,008,104 105,500 


The exports during the first quarter of 1949, compared with those of 
1948, amounted to: 


1948 1949 
1000 lbs $ 1000 1000 Ibs $ 1000 
January: Ge. Pe hee eee 740,468 16,900 1,083,727 40.500 
PGT UARY co syonesckoeepetkousre tots Rae 650,120 22,700 1,055,125 39.100 
Maneh:.cs sar. ss vataters epee 735,270 24,100 1,096,866 38.900 
Total’ 1.5: cote calrsvemiaknote 2,125,864 63,700 3,235,718 118,500 


These figures show that the total export in the first quarter of 1949 in- 
creased quantitatively by 52 per cent and in value by 86 per cent, as com- 
pared with the corresponding period for 1948. 

The imports during the first quarter. of 1949 were quantitatively 17 
per cent and in value 6 per cent below those of the first quarter of 1948. 
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Java 


Indonesia 


The total production of tea in 1947 
was about 3,000,000 half kilos. 


The number of productive tea estates 
in 1948 rose to 122 in Java and 14 in 
Sumatra. The number of factories in 
operation also increased, namely, to 62 
in Java and 8 in Sumatra. 


Tea-export in 1948 
16,853,000 half-kilos, 


amounted to 


As a comparative figure, it might be 
mentioned that the total exports in 1940 
amounted to 145,000,000 half kilos. 


Without being excessively optimistic, 
in view of a number of considerable 
difficulties to be overcome a produc- 
tion of some 50,000,000 half kilos may 
be counted on for 1949. x 


Cinchona 


The war completely dislocated the 
sale of quinine, so that the trade in it 
is now less than half on the pre-war 
figure. In order to protect cinchona 
cultivation in Indonesia and the bark- 
processing industry in Europe and else- 
where as far as possible, the Govern- 
ment of Indonesia resolved to take two 
measures, to which those concerned 
agreed. (1) The Government and the 
organizations concerned with the pro- 
duction of cinchona bark and quinine 
will endeavour to achieve the greatest 
possible expansion of the sales of cin- 
chona bark and the products derived 
from it. (2) The production of cin- 
chona will be adapted to the market 
potential since Indonesian productive 
capacity far exceeds the demand, even 
if the measures outlined under (1) 
were to be considerable. 


The number of reporting estates, rose 
to 55 in 1948; the total production in 


that year amounted to 6,826,140 metric 
tons of dry bark. 


Coffee 

The number of productive estates, in 
1948 rose to 29 in Java and 3 in the 
rest of Indonesia. The total output in 
that year amounted to 9,226 metric tons 
dry and the acreage under cultivation 
was 72,280 acres. 


Palm Oil 

The production of palm oil, which in 
1947 was practically nil, amounted to 
some 56,000 tons in Federal territory in 
1948. Of this quantity about 40,000 
tons, with a value of $16,600,000 were 
exported. In 1947 the exports totalled 
2,263 tons. 


In 1940 palm oil production was ap- 
proximately 240,000 tons, of which 
some 170,000 tons, or about 70%, came 
from Federal territory. Consequently, 
by the end of 1948 about 30% of the 
pre-war production was attained in 
Federal territory. 


487 


Total For export For home cons. 
23,025,061 18,830,602 3,198,113 
2,209,510 1,358,474 188,713 
25,234,571 20,189,076 3,386,826 


At a rough estimate exports in 1949 
may reach a figure of some _ 100,000 
tons. In January and February 1949, 
the production was 6,777 and 6,314 tons 
respectively, which is considerably 
above the monthly average for 1948, 
which was 4,686 tons. 


Reports are now furnished by 20 
estates, of which 19 have processed 
their production. At the beginning of 
1948 these figures were 16 and 8 res- 
pectively. 


An important improvement _ has 
been effected by the dredging of Bela- 
wan harbour, which is now accessible 
again for ocean-going vessels with a 
draught of 9% metres, while it was 
also possible to take 16 palm oil tanks 
into service again. 


Tobacco 


The rehabilitation of Besuki tobacco 
cultivation was energetically taken in 
hand during the past year. The dam- 
age caused proved to be considerable. 
Only few good yards were saved and 
nothing was left on the drying sheds. 
A point of which the importance should 
not be underestimated is that the ex- 
periment-station remained intact. The 
small quantities of seed recovered there 
rendered it possible to multiply the 
results of years of selection for use in 
the plantations. Recovery is greatly 
hampered by a shortage of materials, 
but nevertheless it is progressing ener- 
getically. 

In 1948 there were 15,444 hectares 
under cultivation and 287 drying sheds 
were built. The planting of after-crop 
tobacco before the war, including the 
long-lease ground, amounted to about 
41,115 hectares, 1,300 drying sheds be- 
ing in service. 

One of the most fundamental changes 
was the purchase of mechanical tilling 
machinery, which was necessary owing 
to the shortage of labourers, who had 
been moved elsewhere by the Japanese. 
Before the war upwards of 63,000 men 
and women were engaged in cultivat- 
ing tobacco. This number is at present 
some 36,000, representing a loss of 45%. 
The immigration of labourers from 
Java was therefore resumed. 


In 1948, 831 tobacco fields were har- 
vested; the number of fields for 1949 
rose to 4,040. 


The Food Situation 


In the territories outside Java the 
food situation may, as a whole, be 
termed more favourable than in Java 
and Madura, although an_ exception 
must be made for West Borneo, and 
some parts of Flores and Sumba, East 
Indonesia, in 1948, regained its pre- 
war level. Southern Celebes, for 
example provided a surplus of 15,000 
tons hulled maize, while the latest esti- 
mate for 1949 is 60 to 70,000 tons. The 
rice surplus in 1948 amounted to 61,000 
tons. It is hoped to make up for ar- 
rears in production, which amount to 


about 500,000 tons of rice per year as 
compared with the pre-war years, by 
implementing the ambitious Tjitarum 
Scheme in West Java, by which an in- 
crease of 400,000 tons in the crop is 
expected, from an effective use of ar- 
tificial manure (superphosphate, the 
production of which will shortly be 
taken in hand in Indonesia), which 
would increase the supply by 200,000 
tons, and by a more systematic applica- 
tion of the results of the experiments 
made by the General Experimental 
Station for Agriculture in the sphere of 
selected seed, which results, if fully 
applied, would lead to the rice crop 
being increased by 400,000 tons. Fur- 
ther, the recovery of the rice-hulling 
apparatus will be energetically taken 
in hand, whilst the question of the use 
of machines in the cultivation of rice 
in the sparsely populated districts is 
under consideration. In addition to 
these plans for the future, measures 
have already been adopted which aim 
at keeping the price of rice as low as 
possible. 


Besides rice, also maize and cassava 
product and, in a less degree, sweet 
potatoes, ground-nuts and soya-beans 
may be regarded as food for the peo- 
ple. There exists, however, an in- 
creasing preference for rice. 


For the territories outside Java and 
Madura the target for rice production 
in 1952-53 has been fixed at 2,700,000 
tons, whilst for other products an in- 
crease similar to that in Java and 
Madura is aimed at. 


Horticulture showed a good recovery. 
The high prices prevailing stimulated 
gardeners to a more intensive cultiva- 
tion of vegetables and more especially 
European vegetables. Although dur- 
ing the war years the various kinds of 
vegetables greatly degenerated owing 
to the lack of sowing-seed, soon after 
the war the shortage could be met with 
the import in 1947 and 1948 of more 
than 10 tons of vegetable sowing-seed. 


Native Produce 


In many cases the production of na- 
tive export crops was subordinated to 
those for home consumption. It is only 
possible to stimulate the growth of 
crops for export when it is difficult to 
earn more in other ways. During the 
last few years all attention was con- 
centrated on the production of food, 
which explains the small export as 
compared with pre-war years. There 
are districts, it is true, where the pro- 
ducer specializes in export crops. but 
here also production is largely depen- 
dent on the cost price which, in its 


turn, is determined by the scale of 
wages and thus by the standard of 
living. 


Owing to the action taken by the 
Copra Fund and the Netherlands Indian 
Rubber Fund, copra and native rubber 
—the two most important native ex- 
port growths—suffered least from the 
above-mentioned unfavourable factors. 
Moreover, the following figures show 
that other native export crops are again 
beginning to reach the market: 
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1938 1948 

Weight Value in Weight Value in 
Product 1000 millions 1000 millions 

tons of US$ tons of US$ 
Hthereak Oils: “es..ch eer to sieiecarcs Ee sows 2 1 0.5 1 
Ground-nuts “and Ol. sos. eee einee ee 29.8 1.6 81 3 
Cassay ar DrOguclsnsa. ade .cciietuersers = 158 2.2 3 x 
Copalmand= Gamimar ss.oe cases creel ee 19.9 1 6.8 47 
COCO GDEOUUCUS S™ Hecke <2 serene cys resemetcnme pie 641 16 264.1 60.2 
EAD OR: PLOGUCTS a ccmuwis « waae tacos = Gans oie ee 2.2 5.7 3.3 
COmeeier pit es oe teco cuisine a ace es 39.8 2.8 x Be 
VEDIC hart caceel alae 0 ire /ane one, okeasteashspe ake ness ve 102.3 1.2 14.8 1.4 
NUtmesaNnG- MACE ois... jess c.e-siscs eholstere'=is 4.3 0.7 3.3 2.5 
PeDDeimen slates cw tiene eatikeac coeruat's< 55.6 BBP? 1.8 1.6 
ATOCASTIUIESE cee says ayo Shaisas eave. myrasetngaesd s< 62.8 2.2 3 0.6 
FRALEAYI . Petal scavars mises custoreatnsnesat saa erereasy oP 36 1 Lia 3.6 
RD DOE echt det ty st apreccacertisterye geomet 146.6 224.3 176.8 55 
ORCC Ne 6 ra os! areata, taite. wk Neteaeuen rls 15 1.2 Pd x 
PCa rete sea rte aisha ere Peters ascent Cease 12.5 3.9 6 5.3 


x) no figures available 


As expected native rubber culture 
shows a further recovery in 1948 as is 
evident in the following figures: 


Exports of Native Rubber 


Value in 
Weight in Millions of 
Period tons U.S.$ 
ROSS, . nates. ce 146,596 22.4 
OATES Bah cisiers 65,000 — 
NOG Bim, Actes. kee 176,863 54.8 


In comparing the export figure of 
1938 with that of 1948, it should be 
noted that in 1938 the export of rubber 
was subject to restriction. When the 
restriction was raised, the export in 
1940 was about 266,000 tons. 

The total export of copra in 1948 
amounted to 242,245 tons of this 
amount, 216,415 tons came from East 
Indonesia and 17,245 from West Borneo. 
Total exports in the year 1946 and 1947 
amounted respectively to 54,098 and 
152,639 tons. 

The total amount purchased hy the 
Copra Fund in 1948 was 355,000 tons, 


1948 1947 1939 
Destination (tons) (tons) (tons) 
Netherlands . 162,000 115,000 174,718 
UnSa Aiganwnts 5,826 1,571 12,248 
Czechoslovakia 2,032 5,080 4,690 
Norway) - 2532. 3,048 5,557 37,444 
Switzerland 6,604 2,116 89 
Union of South 
Africa un 1,626 5,333 — 
Denmark 4,186 9,128 53,062 
HM Trance. =o 5 Si. 6,032 4,064 550 
BIZONIAN Seo 5 ss 19,893 — — 
Canada’ <5 8,454 — — 
Poland es oa 2,540 — 4,590 
Belgium ..... 8,147 — 17,181 
Other countries 11,857 5,790 240,452 


Total 242,245 152,639 535,024 


Total exports over January, Febru- 
ary and March, 1949 amounted respec- 
tively to 33,755 tons, 20,622 tons and 
28,410 tons. 


The pepper culture shows only a 
very slight recovery so far, as is evi- 
dent from the (controlled) export of 
1,800 tons in 1948 as against 55,600 in 
1948. It should be remembered, how- 
ever, that the largest production area, 
the Lampong District, was under Re- 
publican rule. 

The spice culture, as far as nutmeg 
and mace are concerned, showed a fair- 
ly good recovery. Exports amounted to 


about 60 per cent of the average ex- 
ported in pre-war days. 

The production of Kapok was not 
uniformly favourable. Before the first 
police action undertaken by the Nether- 
lands. authorities, the largest Kapok 
producing area was situated in Repub- 
lican territory. Planting proved to be 
almost entirely neglected and suffered, 
as a result, from the ravages of the 
Mudaria parasite. It appeared also that 
many trees had been cut down for fuel. 

In 1948, therefore, export consisted 
chiefly of old stocks derived from 
former harvests. The estimate for the 
harvest year 1948/49 is not higher than 
40 per cent of the pre-war production, 
which will mean about 3,100 tons for 
the Federal area before the police ac- 
tion of December 1948. 

The native tea culture, concentrated 
in West Java, has recovered to the ex- 
tent of about 40 per cent of the pre- 
war level, 

Little can be said concerning the 
native coffee culture as the production 
area is largely situated in Republican 
territory. It may be assumed, how- 
ever, that as a result of the occupation 
and the years which followed it, the 
coffee culture has suffered seriously 
from neglect and cutting down of trees 
in view of the fact that the product 
had difficulty in finding a market. The 
total coffee export in 1948 amounted to 
2,379 tons a value of US$1,271,700. 


MINING, MANUFACTURING AND 

TRANSPORT 
Tin 

The production capacity of the tin 
mines in Banka and Billiton, which had 
dropped to a fraction of the pre-war 
level, has again risen so greatly that 
production is higher than in 1938. In 
1948, the Banka mines produced 174,197 
guintals of tin ore. Exports (measured 
in ton) amounted to 18,562, valued at 
$28 million (1947: 10,000 tons of a value 
of $15 million). (All value in US$). 

The Billiton Tin Mining Company in 
1948 produced 99,298 quintals of tin- 
ore and exported the equivalent of 
10,944 tons of tin of a value of $15 
million (1947: 5,600 tons of a value of 
$8.7 million). 

The total export of tin and tin-ore 
from Indonesia including the output 
of the Singkep Mines was in 
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tons US$: 

TOSB. | ce entas vce ieee 27,000 12.8: 

1040" UA. eee oes 53,000 32.8 

O46 kde vie, cscee stare 11,000 11.7 

VOGT odes DORE sare 22,000 24.5: 

1948) 0. setae nn ca eee 45,697 55.3 
The 


estimated world tin production 
in 1948 was 151,000 long tons, of which 
44,500 long tons came from Malacca; 
35,700 long tons from Bolivia; 30,600 
long tons from Indonesia; 14,070 long 
tons from the Belgian Congo and 9,100 
long tons from Nigeria. Pre-war world 
production amounted to 160,000 tons, 
world consumption to 152,000 tons. 


World consumption in 1947 and 1948 


amounted respectively to 137,000 and 
138,000 tons. 
Petroleum 

As regards the petroleum produc- 


tion, the refining capacity in the places: 
mentioned below was, at the outbreak. 
of war, as follows: 

in tons per year 


Balikpapan jG: .oteeae. 2,600,000 
Plad jw OW 6-c5jccthewc choco 2,400,000 
Pangkalan Brandan ....... 1,100,000 
TICDU rire aca didine wai eod ieee oe 500,000 
WOnokromo. is tenes ce le 80,000. 
Sungei Serong ............ 2,400,000 


The installations at Balikpapan and 
Pangkalan Brandan were completely 
destroyed in the war; that at Tjepu 
was partly destroyed; while those at 
ks and Wonokromo can be repair— 
ed. 


The work of repair is being energe- 
tically pushed forward so that the re- 
fineries at Pladju and Wonokromo have 
reached their pre-war capacity. At 
Pangkalan Brandan a wholly new re- 
finery will have to be constructed, 
whilst as regards Tjepu the question. 
how far the refinery can be reconstruc- © 
ted is now under consideration. 


The refinery at Sungei Serong is 
again in production. 


For 1949, the refining capacity is es- 
timated at 3,750,000 tons, whilst for 
1949 the target for the production of 
petroleum products has been fixed at 
about 4,000,000 tons. 

Coal 


The production of the Bukit-Asem 
mines amounted in 1948 to about 360,- 


000 tons, of which 16,500 tons was 
exported, chiefly to Singapore and 
Hongkong, 


The total production of coal in Indo- 
nesia amounted to about 538,000 tons. 
It should be noted that the Ombilin 
Mines (in Sumatra) were situated, pre- 
vious to the police action, in Republican 
territory and therefore not included in 
the figures. 

Gold 


In 1948, gold was discovered in The 
Minahasa (Celebes) district of Bolaang 
Mongondan which was won in primi- 
tive fashion by the native population. 
The total amount won in 1948 was 
valued at about U.S.$950,000. 


Industry 


The following survey shows the de--. 


bet ah of industrial production in 


1949 


Average 
monthly 
Units: produc- 
Articles: 1000 1948 tion 
Woven sarong yards 23,689 1,173 
Batik sarongs piece 8,959 747 
Other woven 
materials (pop- 
lin, shirting, 
tusser) yards 5,089 424 
‘Coco-nut oil pounds 129,341 10,778 
Margarine * 21,665 1,806 
‘Toilet soap Po 4,877 406 
Wash soap ~ 81,825 6,818 
Glassware (drink- 
ing glasses, bot- 
tles, stoppered 
bottles, etc.) piece 16,475 1,373 
Cement ton 38 3 
Paint pounds 8,679 723 
Electric bulbs piece 2,950 246 
Motor-car tires 
(outer covers) * 126 Ww 
(inner tubes) FA *122 10 
Bicycle tires 
(outer covers) an 978 83 
(inter tubes) 5 1,391 116 
Beer gallons 2,556 213 
Cigarettes 
(mach. made) per 1000 5,909 492 
(not mach. made) ,, 703 59 


Generally speaking, industrial pro- 
duction in 1948 showed a tendency to 
rise. The process of recovery and the 
further development of the industrial 
apparatus will require considerable 
capital. 


Forestry 


After the Japanese capitulation it 
was found that the most productive 
forests in Java had suffered from un- 
checked felling and that on 8 to 10 
times the normal annual felling area 
‘the trees stodd dead on their trunks. 
Although it has not become possible to 
make a new inventory of the country’s 
forest possessions it is clear, in view 
of the above fact that for a long period 
the production of djati building wood 
will have to be severely restricted if 
the forest area is to regain its former 
extent. A permanent reduction of the 
forest area in Java must be regarded 
as inadmissable. The following 
rough survey of timber, in thousands 
of cubic feet, shows, on the one hand, 
that 45 per cent of the pre-war pro- 
duction was reached and, on the other, 
‘that, notwithstanding great difficulties 
in Borneo, East Indonesia and New 
Guinea, the production was greater 
than before the war: 
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The inter-insular timber transport in 
Indonesia amounted in 1948 to 3,531,- 
500 cu. ft. as against 1,765,750 cu. ft. in 
1939. It was chiefly Borneo which 
sent its surplus to Java, Sumatra and 
East Indonesia. 


Exports, which in 1939 amounted to 
14,126,000 cu. ft. of various sorts of 
timber and further 3,531,500 cu. ft. of 
fire-wood and 50,000 tons of charcoal, 
to a_ total value of Fils. 4 million, 
amounted in 1948 to 2,330,790 cu. ft. of 
timber, 1,836,380 cu. ft. of fire-wood 
and 11,400 tons of charcoal, of a total 
value of Fils. 4.3 million. 


Fisheries 


Total catches of sea fish amounted in 
1948 to 22,500 tons. The total inter- 
insular trade in salted or dried fish was 
28.445° tons in 1948. Of this amount, 
6,224 tons came from Sumatra (includ- 
ing Banka and Billiton), 12,951 tons 
from Borneo and, 9,270 tons from East 
Indonesia. The greater part of this 
preserved fish, viz. 27,753 tons, went to 
Java and Madura. 


Salt-Winning 

In the last months of 1947 and in 
the course of 1948, the winning of salt 
in Madura made such headway that, 
taken as a whole, the industry almost 
reached its pre-war level of production. 


In 1948, production was about 280,000 
tons, which compares very favourably 
with the output under the Republican 
regime, when in the years 1945, 1946 
and 1947, it amounted to 130,000, 30,000 
and 7,000 tons respectively. 


The following figures reflect the 
market demand for salt. 
1940 1948 
tons tons 
consumption salt 149,000 117,500 
Ashe salt eee. seqs cores 30,000 17,300 
industrial salt ..... 2,000 3,700 
TOGA i acs ctea eraeeniie 181,000 138,500 


The fact that in 1948 sales showed a 
drop compared with 1940, is to be at- 
tributed to the difficulties experienced 
in transport and distribution and not 
to a decrease in production. This is 
evident when one considers that at the 
end of 1948 the stocks of salt in Madura 
amounted to 400,000 tons; that in 1948 
it proved possible to export 1000 tons 
of salt to Japan and that a further ex- 
port (also to Japan) of 75,000 tons is 
expected in 1949 (of this quantity. 
16,000 tons had already been shipped 


Building Total 

wood Fire wood Charcoal 1939 1948 

PAV Ay PR ROR ER: Relic <a stave 7,063 8,829 88 63,920 16,775 
Sumatra’ © “cee. se rete. es 3,178 12,537 3,354 76,951 19,070 
IBOrnea. YW Ae ks ke 15,892 7,946 494 17,304 24,332 
quast: ENCONESIA © os. 4 11 (velsse.- oe 2,719 1,201 494 2,154 4,414 
New | Guineas oe orsciscsyeretdoto store 530 530 
Totaly waver 160,329 85,121 
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at the end of March, 1949). 
pected that in the near future this 
export will amount to fully 100,000 
tons annually. 


It_is ex- 


Railways 

On December 31, 1948, the number 
of miles exploited by the combined 
railways amounted to 1,951 as against 
1,567 on January 1 of that year. 


Air Transport 


The length of the inter-insular air- 
net which in 1940 was about 6,215 
miles, is now 12,428 miles. The num- 
ber of passengers increased from 23,000 
in 1940 to 140,000 in 1948. Freight 
transport, formerly a couple of hun- 
dred tons per year, has risen to 9,000 
tons, whilst the transport of air mail 
has risen from 124 tons to 1,000 tons 
per year. 


Shipping 

The total tonnage of the ocean-going 
fleet of the Dutch Shipping Companies 
sailing to Indonesia amounted on Jan- 
uary 1, 1949 to 601,500 tons. This al- 
most equals the pre-war figures, which 
amounted in 1940 to 603,000 tons. 


The same cannot be said of the total 
tonnage of the Kon. Paketvaart Maats- 
chappij and the Kon. Java China 
Paketvaart, which, at 319,000 tons, are 
still 92,000 tons below the pre-war ton- 
nage of 1940. 


The tanker fleet was 19,000 tons be- 
low that tonnage on January 1, 1949, 
when it amounted to 57,923 gross regis- 
ter tons. 


Air Transport in Indonesia 


In the Far Eastern Economic Review 
of August 18th, 1949, page 198, an 
article dealing with the above subject 
was published which, however, requires 
some clarification with regard to avia- 
tion companies’ business particularly 
the position of the Royal Dutch Airlines 
or KLM. To classify KLM’s position it 
should be kept in mind that KLM 
Intercontinental Division at Batavia is 
considered as a Dutch, i.e. foreign air- 
line, while KLM’s Interinsular Division, 
which is run by KLM personnel on 
behalf of, and for the benefit of the 
Indonesian Government, is in fact the 
Indonesian airline. The exchange re- 
gulations as laid down by the Indo- 
nesian Government for the protection 
of the financial position of that country, 
apply in the same way to all foreign 


airlines including KLM-ICD (Inter- 
continental Division). For example, 
KLM-ICD may sell a_ return-trip 


Batavia-Amsterdam in Indonesian cur- 
rency to a resident of Indonesia, just 
as BOAC may sell a return ticket from 
Batavia to London to a_ resident of 
Indonesia in Indonesian currency. 
KLM-ICD may not sell a return Lon- 
don in Indonesian currency, just as 
BOAC may not sell a return to Amster- 
dam in that currency. 
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Foreign Trade & Production of Indonesia 


Exports from Indonesia 
1949 totaled 656,923 
metric tons (metric tons quoted 
throughout) valued at 122,693,000 
guilders (U/S$46,623,000), as compared 
with March exports of 497,555 tons 
valued at 103,169,000 guilders (US$ 
39,204,000). Petroleum products ac- 
counted for 31.5 percent of the total 
value, rubber 30.9 percent, tin ore 11.8 
percent, copra 10.6 percent, palm oil 
4.8 percent and tea 2.2 percent. 


Exports:— 


during April 


The increase in April over March ex- 
ports amounting to 19,524,000 guilders 
was accounted for by the increased 
value of exports of petroleum products 
“(12,858,000 guilders), tobacco (871,- 
000 guilders), palm oil (532,000 
guilders) and rubber (14,185,000 guild- 
ers), offset by decreases for other pro- 
ducts. The largest declines were re- 
gistered by copra (2,405,000 guilders), 
tea (1,328,000 guilders), and tin (1,- 
089,000 guilders). Excluding petroleum 
products, the volume of March and 
April 1949 exports were about equal, 
amounting to 158,121 and 158,048 tons, 
respectively. Against the increase in 
the volume of exports of rubber (18,505 
tons) and tobacco (504 tons), there 
were decreases as follows; Bauxite ex- 
ports of 17,510 tons, copra 2,282 tons, 
tin 857 tons, rattan 790 tons, palm oil 
723 tons, and smaller tonnages for 
other products. No sugar exports were 
recorded for the first 4 months of 1949. 
Data for April are listed in table 1. 


The observation that the wide differ- 
ence between official and _ unofficial 
rates of the Indonesian Guilder forms 
a handicap for the development of air 
transport business for foreign com- 
panies applies equally to KLM-ICD as 
to other foreign carriers. That Royal 
Dutch Airlines (KLM)—which in this 
case means KLM-ICD—have been 
carrying the majority of passengers and 
freight from and to Indonesia is logical, 
considering frequency of service, qual- 
ity of service and the national charac- 
ter of the carrier at the European end. 
This applies equally for Australia to 
Qantas, for England to BOAC, etc. 

With regard to regulations applicable 
in Indonesia to travel by air, the 
following comments were made in the 
Review:—(1) ‘A resident of Indonesia 
may only pay in the currency of this 
country for travel on an airline which 
has concluded an agreement with this 
country and which makes regular com- 
mercial calls.” No mention was made 
however of the fact that there is al- 
ways the possibility to apply to the 
Foreign Exchange Control Bureau at 
Batavia for permission to pay in Indo- 
mesian currency. In any case KLM- 
ICD experiences the same _ difficulties. 
For instance, a passage Batavia- 
Amsterdam-Copenhagen per KLM can 
be paid in Ind. currency only for the 


TABLE 1.— Exports, April 1949 
(Quantities in metric tons; values in 
thousands of guilders) 


April 1949 
Item Quan- 
tity Value 
otal’... cnecies 656,923 122,693 
IRGDDERS ". ciclo acre sale 44,845 37,949 
CODTAteec. cn. scien 28,591 18,066 
Palmwoil. cts echo 6,133 5,900 
Lf i-*: ll eS ome 1,276 2,656 
JTODACCO = eure ee 178 2,160 
Rattan! so .icccoere ses 1,296 623 
Kapoks << «cco 289 471 
Cofhéer ) cisce comes 330 435 
RESINS orcs eusicis cereus 532 374 
QUINING.. cress. Ae.ervis eines 2 21 
Cinchona bark ..... 28 12 
Petroleum ........+ 498,875 38,623 
i Ve pa NS Aer ore = 3,55 14,462 
BSUXILC, ieiercieier uta . 84,594 416 
AM Othe tas casractntne 35,798 5,465 


Cumulative exports for the first 4 
months of 1949 amounted to 2,119,629 
tons valued at 436,900,000, guilders, 
an increase of 63 percent by volume 
and 86 percent by value over the cor- 
responding period of 1948. For in- 
dividual export products, the increases 
by volume and value, respectively, were 
as follows: Rubber 80 percent (102 per- 
cent); copra 110 percent (112 per- 
cent); palm oil tenfold (718 percent) ; 
tea 440 (213 percent); kapok 162 per- 
cent (217 percent); resins 53 percent 
(20 percent); petroleum products 50 
percent (98 percent); bauxite 140 per- 
cent (144 percent) and tin ore 12 per- 
cent (40 percent). 


section Batavia-Amsterdam, while the 
section Amsterdam-Copenhagen has to 
be paid for in foreign currency, in this 
case Dutch Guilders. (2) ‘Residents 
may only pay in Ind. currency on those 
trajects specified in the agreement and 
only for the single journey.” This was 
not correct. BOAC may accept payment 
in Ind. currency for a return passage 
Batavia-London. Permission to pay in 
Ind. currency can be sought from the 
Foreign Exchange Control Bureau. (3) 
“Residents must join the aircraft in 
Indonesia.” . 

This statement was meant to say 
that residents must joint the aircraft 
in Indonesia to be allowed to pay the 
fare in Ind. currency. Such is the case 
for KLM-ICD as well as KLM-IID and 
any other foreign airline. 

That KLM-ICD gets most of the 
traffic is reasonable since they have 
flown this route for more than 25 years, 
in the meantime building up good-will 
and confidence, while BOAC is, com- 
paratively, still a newcomer in those 
parts. All foreign exchange regulations 
hit KLM-ICD just as hard as they do 
other foreign airlines. KLM-Inter- 
insular Division, as an Indonesian air- 
line, has cabotage rights just as this 
occurs in almost any country where 
inland routes. are reserved for the 
national airline. 
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TABLE 2.— Exports, Janwary-April 
1949 


(Quantities in metric tons; values in 
millions of guilders) 


January-April 
1949 


Item 
Quantity Value 
TOtal Py acme 2,119,629 4386.9 
ber Husa nies 124,089 113.9 
a Teese fae 114,478 62.6 
Palm “ollie oho. nee 25,763 22.1 
MGR «sa ahautenc otameneetaes 6,150 12.4 
Rattan Go.cee cs eee 5,937 2.8 
Kapok =n. seen 2,185 3.8 
Resins spacer me 2,528 1.8 
Petroleum .....----- 1,520,248 118.4 
Bauxite: sips sce ein ie 207,696 2.2 
Tin OLOs evar esccelteet 16,768 61.9 
Al OthOPe «saan. er 93,797 35.0 

May copra exports totaled 22,41 


tons, making the total for the first 6 
months of 1949, 171,689 tons as com- 
pared with 105,465 tons for the same 
period of 1948. Bauxite exports during 
May reached 174,216 tons, making the 
Jan.-May total 281,912 tons (Jan.-May 
1948, 155,280 tons). 


Imports: — Imports during April 
1949 totaled 227,938 metric tons valued 
at 140,500,000 guilders (U'S$53,400,000) 
as compared with March imports of 
139,834 tons valued at 105,700,000 
guilders (US$40,2000). Foodstuffs, be- 
verages, and tobacco products constitut- 
ed 32.6 percent by value of total April 
imports, textiles (yard goods) 25 per- 
cent, machinery and vehicles 14.4 per- 
cent, metals 7.7 percent, petroleum 5.6 
percent, and chemicals, paint and fer- 
tilizer 3.6 percent. 

TABLE. 3.— Imports, by Major Com- 
modity Groups, April 1949 
(Quantities in metric tons; values in 
millions of guilders) 


April 1949 
Item Quan- 

tity Value 

TOUAl ce arte 227,938 140.5 
Foodstuffs, beverages . 68,747 45.8 
Textiles”) o8. Shcoes 5,722 3b.1 
Petroletm.2....292 4... 98,241 1.7 
Metals and products 13,039 10.8 


Machinery and vehicles 7,280 20.2 
Chemicals, ete ........ 7,058 5.1 
Paper products ...... 3,664 2.5 
ATT other” Se auinraesss 24,187 13.3 


The increase in imports of foodstuffs 
was mainly accounted for by large im- 
ports of rice amounting to 49,625 tons 
valued at 21,900,000 guilders during 
April as compared with 18,862 tons 
valued at 9,600,000 guilders during 
March. Crude-oil requirements of the 
Indonesian petroleum refineries were 
the principal cause of the increase of 
petroleum imports from 48,286 tons 
valued at 4,800,000 guilders in March 
1949 to 98,241 tons valued at 7,700,000 
guilders during April. 

Cumulative imports for January to 
April 1949 amounted to 712,272 tons 
valued at 420,000,000 guilders, as com- 
pared with 475,688 tons valued at 336,- 
900,000. guilders during the correspond- 
ing period of 1948. 


1949 
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The Chemical Industry of Indonesia 


The chemical industry of Indonesia 
is largely a byproduct operation of 
other industries; the manufacture of 
chemicals on a commercial basis is 
limited. Prewar, the Government had 
begun to lay plans for the general de- 
velopment of industry, but fulfillment 
was postponed by the effects of the 
world depression in the 1930’s and later 
by the advent of war. World War II 
and the subsequent Japanese occupa- 
tion of the islands caused little imme- 
diate damage to industry, but later 
resulted in gradual disruption of the 
country’s economy. Wartime damage 
to chemical installations and _ stocks 
was in the neighbourhood of 14,000,000 
guilders. The Japanese made efforts 
to develop the chemical industry of 
Java to the extent that a few of the 
tea and sugar factories were converted 
into plants for producing sodium 
nitrate, hydrochloric acid, chloride of 
lime, and sodium sulfate, but how suc- 
cessful these ventures were is not 
known, After the close of the’ war, 
before rehabilitation could be effected, 
the archipelago was beset by political 
disturbances which impeded efforts to- 
ward recovery. Also, the lack of 
trained personnel and the shortage of 
foreign exchange for the purchase of 
materials, machinery, and spare parts 
have retarded progress. 

The consumption of chemicals in re- 
cent years has been lower than in the 
prewar period, but this decrease does 
not indicate a permanent lessening of 
demand for these products. Many of 
the factors causing this situation may 
be attributed to the war and the ac- 
companying world scarcity of chemicals 


Balance of Trade:—The merchandise 
trade deficit for April 1949 amounted 
to 17,800,000 guilders (US$ 6,750,000) 
reducing the cumulative surplus of 
35,600,000 guilders (U'S$13,500,000) 
for January-March 1949, to 17,800,000 
guilders (US$6,750,000) for January- 
April 1949. 

Production:— Estate rubber produc- 
tion slightly decreased from 14,003 tons 
in March to 18,065 tons in April. 
Copra purchases amounted to 30,654 
tons during March, 37,563 tons during 
April, 40,820 tons during May, and 
41,000 tons during June, with a 
cumulative total] for January to June, 
amounting to 219,110 tons as compared 
with 129,450 tons for the corresponding 
period of 1948. Palm-oil production 
during March amounted to 7,270 tons, 
April 5,900 tons, May 5,395 tons, and 
for June an estimated 9,876 tons. The 
cumulative total for January to June 
1949 amounts to 41,532 tons against 
15,322 tons for January to June 1948. 
Production of bauxite in March was 
57,150 tons, April 35,194 tons, May 
54,370 tons, for a total of 268,585 tons 
during January-June 1949, as compar- 
ed with 107,177 tons during the cor- 
responding period in 1948. Tin produc- 
tion in April was 2,743 tons, May 2,659 
tons, for a total of 12,494 tons during 
January through May 1949 (January- 
May 1948, 11,732 tons). 


anc related products. However, even 
had these commodities been available, 
it is doubtful that the country’s for- 
eign exchange position would have 
permitted payment for imports in the 
quantities required. The important 
batik industry alone normally consum- 
ed annually about 1,000 metric tons of 
dyes, 8,000 tons of wax, and 5,000 tons 
of rosin. Other important chemical- 
consuming industries are petroleum, 
mining, tanning, and the manufacture 
of textiles and soap. In addition, sub- 


stantial quantities.of fertilizers and 
other chemicals are required by the 
many agricultural operations of the 


islands, among which are the cultiva- 
tion and processing of rubber, palm oil, 
gums and resins, tobacco, fibres, coffee, 
and sugar. The shortage, and, in some 
instances, the complete lack of chemi- 
cals has greatly hampered the rebuild- 
ing of these industries. 


Industrial Chemicals 

Sulfur.—Production of this material 
in 1940 amounted to 17,180 metric tons, 
Output was derived almost entirely 
from the volcanic sulfur-mud deposits 
of the Kawak Poeth near Bandoeng, 
and in West Java at Telaga Bodas. Re- 
serves, with a 30 to 70 percent sulfur 
content, amount to 1,000,000 tons. 
There has been no commercial produc- 
duction since the war. On _ world 
markets, domestically produced sulfur 
cannot compete with that of other 
countries. 

Sulfuric acid.—In 1949 petroleum re- 
fineries produced between 6,000 and 
7,000 tons of sulfuric acid. This pro- 
duct is still being manufactured, but no 
recent statistics are available. 

Phosphate rock.—Phosphate rock has 
been produced in the Kronomony 
mountains of West Java since 1919 
by four private companies; output in 
1940 amounted to 34,085 tons. Addi- 
tional deposits of rock in the Outer 
Provinces could be worked if the de- 
mand warranted it. Superphosphates 
have not been produced because of the 
high cost of sulfuric acid. 

Other’ industrial chemicals.—Am- 
monium sulfate was made before the 
war, but no information is available on 
present production. Iron sulfate was 
produced by one factory in Surabaya; 
output met about 80 percent of the 
prewar demand. Production in 1936 
amounted to 26 tons, but no informa- 
tion is available on current output. 
Formic acid was produced experimen- 
tally by a Government plant at Banka 
before the war. Copper iodide was 


also produced in the prewar period. 
Liquid carbon dioxide formerly was 
manufactured by two of the larger 


breweries in considerable volume. 


Organic Chemicals and Other 

Commodities 

Coal tar and alcohol.—These are the 
only organic chemicals which are 
manufactured in any quantity. Coal 
tar is a byproduct of local gas plants. 
Prewar production was about 1,500 
tons annually. 

Alcohol (industrial and ethyl).—Al- 
cohol was made from sugar by three 
large distilleries before the war, and 
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sizable quantities were exported to 
China and Hongkong. 

Butanol.—It is produced by 
plant, in unknown quantities. 

Glycerin.—Crude glycerin was pro- 
duced by one of large soap manufac-. 
turers prior to the war. Output in 1936 
was 200 tons. The other larger soap: 
factories also produce this commodity, 
in unknown quantities, but the smaller 
manufacturers do not recover glycerin. 

Explosives.—These are produced by 
one plant. 

Paint.—The paint industry was well 
developed in the prewar period, and 
the annual production of about 7,000 
tons in 1940 supplied 175 percent of 
domestic demand. Production in 1949’ 
was 3,500 tons, 

Salt.—Salt is made from sea water 
in considerable quantities in South 
Celebes and Madura. The Government 
produces about 90 percent and the na-. 
tives, the remainder. Total output in 
1948 is estimated at 360,000 tons, com- 
pared with 431,000 tons in 1940. Salt 
was a prewar export item, about 27,000 
tons having been shipped to Japan in 
1940 and 64,000 tons in 1941. There is 
limited local demand for imported 
high-grade table salt. 

Turpentine.—This is 
one plant, but 
unknown. 

lodine.—This commodity was form- 
erly exploited by two private com- 
panies from salt-water beds in East 
Java. One factory resumed operations, 
but no production figures are available. 

Gums and Resins.—In prewar years, 
exports of gums and resins were of 
considerable importance to the econo- 
my of Indonesia. However, because 
of the wide disparity between local 
prices and those on the world market, 
postwar production and exports of 
these commodities have been at low 
levels. Exports of gums and resins in 
1948 totaled 6,832 tons, compared with 
7,242 tons in 1947. In the 1936-41 
period, an average of 29,030 tons was 
shipped annually. 

Plastics—Before the war two firms: 
manufactured plastics on a _ limited 
scale. It is not known if production 
has been resumed. 

Glue.—Glues were manufactured by 
two small plants before the war. No 
current information is available. 


one 


produced by 
present output is 


Inks. — Low-grade black printing 
and duplicating inks were formerly 
produced. They were not, however, 


competitive with the better grades of 
imported inks. 

Insecticides—These materials are 
made, but the quantity is not known. 

Soap.—In 1940 production of soap 
met 95 percent of domestic require- 
ments. Output in 1948 is estimated at 
40,000 tons, or about one-half of that. 
in 1940. There were 11 large and 
numerous smaller factories in opera- 
tion in 1948, compared with 14 large 
and many more smaller establishments 
in 1940. The shortage of caustic soda 
is the principal present deterrent to 
production. 

Drugs and essential oils—A _ great 
variety of plants, trees, and grasses are 
found in the islands, and from these 
are produced many drugs and essential 
oils. Among them are citronella oil, 
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patchouli, cananga oil, cajaput oil, and 
cinchona bark (approximately 90 per- 
cent of total world production of the 


latter). 

Toilet preparations. — Low-priced 
lines of hair, skin, and other toilet pre- 
parations are made in __ sufficient 
quantities to take care of local demand. 
The more expensive products are 
imported. 

Foreign Trade 
Since 1945, when the islands were 


reoccupied, the entire foreign trade of 
the country has been under Govern- 
ment supervision. The shortage of for- 
eign exchange has dictated the neces- 
sity of maintain control of imports. 
The desire to stimulate exports and 
channel them to countries where they 
would earn hard currency also made 
it necessary to keep a check on the 
flow of goods from the archipelago. 
Although, as a result of increased ex- 
ports, trade controls are being relaxed, 
it must be remembered that a consider- 
able measure of Government control 
of foreign commerce had been estab- 
lished in Indonesia before the war. It 
is, therefore unlikely that control will 
be abolished for some time. 

Under the present arrangement, im- 
porters are organized into commodity 
trade groups, which are kept informed 
regarding the Government’s allocation 
of foreign exchange for various pro- 
ducts. After quotations are received 
from abroad by the individual mem- 
bers of the group, orders are placed 
with the lowest bidder and the com- 
mission shared by all on the basis of 
prewar volume of business. These re- 
gulations apply only to imports from 
hard-currency areas. Imports from 
soft-currency countries are free of 
restrictions and limited only by the 
availability of the exchange involved. 

Chemicals and related products ac- 
counted for 7.4 percent of total imports 
by value in 1948, compared with 4.4 
percent in the preceding year. Chemi- 
cal imports in 1948 were 144 percent 
greater, in terms of value, than in the 
preceding year, and almost double the 
1936-41 average. This value increase 
may be attributed, however, to inflated 
prices, as the 1948 volume of imports 
was only 40 percent of that in the pre- 
war period. 

Exports (essential oils, resins, and 
quinine) likewise increased in 1948—47 
percent by value—but decreased 78 
percent in volume from those in pre- 
war years. The value of exports in 
1948 was 253 percent greater than in 
1947. 

In prewar years, as well as in 1948, 
the principal item of import was fer- 
tilizers; they represented 59 percent of 
the volume and 20 percent of the aver- 
age value of total imports in the period 
1936-41, and were 41 percent of the 
volume and 40 percent of the value in 
1948. The Netherlands was the chief 
prewar supplier of fertilizers. 

Industrial chemicals occupied the 
second place among imports by value 
in 1948, representing 27 percent of the 
total. Paints and varnishes were the 
second largest import item in prewar 
years, accounting for 19 percent of 
total chemical imports. 
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SIAM’S ECONOMY IN 1948 


In most respects the Siamese 
economy showed’ marked ‘improve- 
ment in 1948, although much stil! re- 
mained to be accomplished before full 
rehabilitation could be attained. Minor 
political disturbances recurred  fre- 
quently in the course of the year, but 
depressing effects of these developments 
were short-lived and had little in- 
fluence on the general economic trend. 
The Siamese Government assumed an 
increasingly prominent role in the con- 
duct of economic affairs, broadening 
the scope of its participation in inter- 
nal commercial and industrial activi- 
ties and in foreign trading operations. 
There was. considerable increase in 
agricultural production, as compared 
with 1947, with emphasis on rice and 
rubber and a number of minor crops. 
Tin was produced in larger quantities 
than in the preceding year, and efforts 
were made to foster increase in the 
country’s small industrial output. 


Siam’s foreign trade in 1948 reached 
unprecedented levels in terms of value. 
Volume of rice exports was more 
than twice as large as in 1947 and 
only somewhat less than two-thirds 
normal pre-war levels. Rubber exports 
were 90 per cent higher than in any 
previous year, while tin and tin ores, 
teak, lac, and other products were ex- 
ported in important quantities. Siam 
had both an over-all export surplus 
and a highly favorable balance. Large 
dollar earnings, far in excess of dollar 
disbursements, ‘were derived from 
heavy exports of rubber and tin to the 
United States and from rice shipped to 
the Philippines and under relief and 
aid programs to China. 


Only minor changes were made in 
exchange controls during last year. 
‘Both official and open-market «+ ex- 
change rates continued in use, pre- 
senting many difficulties and com- 
plexities 10 foreign traders generally, 
as well as to shipping lines and other 
carriers. Value of the baht on the 
open market varied around 20 to 22 
to the United States dollar, compared 
with the official rate of 10 to 1. Ex- 
port controls on a relatively few but 


important items were continued, and 
in December, .an import licensing 
system was reinstituted to cover a 


wide variety of luxury items, for the 
dual purpose of conserving foreign ex- 
change and ovrotecting local industries. 
Import tariff duties were modified so 
as to offer some _ protection also to 
young domestic industries such as 
soft drinks and cosmetics manu- 
facturing. The export tariff schedule 
was revised, many items being re- 
moved from the dutiable list. 


Little progress was made in re- 
habilitation of the internal transport 
and communications systems, although 
railway rehabilitation was given prime 
consideration in economic planning. 
Bangkok assumed even greater impor- 
tance asan international air centre, de- 
spite the fact that improvements on air- 


port facilities were not completed. 
Electric power deficiencies existed in 
many municipalities, including parti- 
cularly Bangkok, where power-plant 
facilities had still not been repaired. 


GOVERNMENT'S ECONOMIC POLICY 

In the second quarter of last year 
the Government’s economic policy be- 
gan to take shape. In connection with 


promises to reduce living costs, the 
Government reactivated the Pur- 
chasing Bureau and encouraged _ this 


organisation to broaden the scope ot 
its activities. It was given access to 
foreign exchange at the official rate for 
the import of goods in connection 
with the costs-reduction program. The 
old Changwat companies were revived 
for distribution of goods imported 
under Government sponsorship, in 
order that costs might be reduced to 
minimum and goods to be made avail- 
able at lowest prices possible. Private 
traders, however, found it difficult to 
compete on anything like equal terms, 
since general commercial imports were 
paid for with open-market  ex- 
change, and distribution costs could 
not be lowered materially. The War 
Veterans Organisation, a society of 
demobilised servicemen said to have 
Government support, became agents 
for distribution and sale of such con- 
trolled products as_ cigarettes, and 
took over certain state services, in- 
cluding stevedoring at Government 
installations and ferry b6ervice on 
surrounding rivers. Plans were made 
for the expansion of co-operatives 
from their original design as market- 
ing agencies to include establishment 
of co-operative stores for the distribu- 
tion of foodstuffs, clothing, and other 
essentials. 


Economic developments in the latter 
part of the summer were characterized 
by increased Government participation. 
The Government Purchasing Bureau 
was allotted 200,000,000 baht for im- 
portation of a wide range of neces- 
sities, such as tractors and farming re- 
quisites, rice seeds, cloth, paper, tin- 
ned milk, and other consumer goods. 
Toward the end of the year consider- 
able attention was given to the state 
contracts for bulk purchase abroad, to 
be made either through the Purchas- 
ing Bureau or through some other offi- 
cial agency. In this year the Purchas- 
ing Bureau is planning to engage also 
in export activities, contacting direct- 
ly foreign importers of rice, rubber, 
teak, sticklac, and tin. 


The Government announced a sugar 
policy, designed to encourage further 
local production and reduce demand 
for imports. An agreement was sign- 
ed between the Government’s own fac- 
tory and a local sugar concern for the 
distribution of output. Earlier it had 
been announced by the Siamese Minis- 
try of Industries that the Government 
had established two sugar factories in 
the north, one at Lampang and one at 
Uttaradit, with a combined capacity of 
6,000 tons, later revised to 8,000 tons. 


1949 


Considerable publicity was given the 
projected transfer of the assets of the 
Thai Electric Corporation in Bangkok 
(which include the main power station 
and the municipal tramway system) to 
the Siamese Government, to be effect- 
ed in December 1949 under an agree- 
ment reached later in 1947. Directors 
of the company, which is largely for- 
eign owned, asked for a review of the 
agreement, since some dissatisfaction 
had been expressed with regard to the 
price. However, the transfer will be 
made as,scheduled. With this acquisi- 
tion, the Government will own the 
capital’s two power plants, the other, 
now under repair, already being Gov- 
ernment owned. 

The Siamese Government may under- 
take processing of rubber. Other in- 
dustries operated by the Government 
include paper milling, tanneries, a 
small cotton textile plant, sawmilling, 
and rice milling. Tobacco importing 
and manufacture are a Government 
monopoly, and production of spirituous 
liquors is done by, or under licence to, 
the Government. The railway system, 
most of the Siamese shipping, and 
telecommunications are Government 
owned and operated. 

The Siamese Government decreed 
that only Siamese may engage in the 
lacquer ware and nielloware industries, 
or in the casting or moulding of images 
of Buddha; the driving of tricycles or 
motorcycles for hire, or of public motor 
transport vehicles; engage in the cul- 
tivation of rice (except paddy plant- 
ing in the irrigation ditches in garden 
lanes); engage in the salt farming in- 
dustry, hairdressing or barbering, or in 
Siamese typesetting. 


AGRICULTURE 

Rice:—Siam’s prosperity in 1948 was 
due in large measure to relatively high 
levels of rice production and export, 
which are normally the dominant fac- 
tor in the country’s economy. No re- 
liable estimate is available as to acre- 
age planted and harvested, and estim- 
ates on paddy production vary from 
4,500,000 to 5,458,000 metric tons 
(paddy yields about 65 percent milled 
rice). 

Rice exports amounted to 812,226 
metric tons, more than 100 percent 
above 1947 exports and only somewhat 
less than two-thirds normal prewar 
levels of from 1,250,000 to 1,500,000 
metric -tons. Of this amount, more 
than 220,000 tons were shipped to 
China, 165,777 tons to India, 155,000 
tons to Malaya, and relatively large 
amounts to Indonesia, the Republic of 
the Philippines, and Hongkong. Ex- 
ports for the first 3 months of 1949 
amounted to 443,600 tons, or more than 
twice the amount shipped in the cor- 
responding period of 1948. Present in- 
dications are that total exports in 1949 
may be around 1,000,000 tons, barring 
extremely unfavorable weather condi- 
tions or internal developments which 
would result in a complete break-down 
in the procurement programme. 

Because of disturbed political condi- 
tions in Burma, the ranking world ex- 
porter of rice, that country’s shipments 
in 1948 were about 1,200,000 tons, or 
roughly a third of normal. Indochina, 
which normally ranks with Siam, ex- 
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ported less than a fifth its normal 
amount. Outlook for exports from 
Burma in 1949 is not good, and Siam 
may now’ well assume the ranking 
position. Conditions in Indochina are 
not expected to permit resumption of 
rice exports there on anything like a 
normal scale. 

Rice exports in 1948 earned import- 
ant amounts of Siam’s foreign exchange 
proceeds, or £15,634.000, 76,588,943 
rupees, more than 1,000,000 Swiss 
francs, and nearly US$43,000,000. In 
terms of United States currency (with 
conversions at the official rates of ex- 
change), these exports represented a 
total valuation of nearly $130,000,000. 

Both internal rice trade and exports 
continued under Government control, 
the Government Rice Office under the 
Ministry of Commerce being the only 
legal exporting agency. All shipments 
by this agency were in keeping with 
allocations of the International Emer- 
gency Food Committee. This agency 
made direct contacts with more than 
300 millers and merchants for avail- 
able supplies which it sold to foreign 
buyers, without actually handling any 
rice. Prices were fixed for various 
grades, averaging about £40 per ton 
ex mill. Price controls were carried 
out all along the line, including those 


regulating prices paid farmers for 
paddy in up-country regions. 
Internally, rice was an important 


source of Government revenues since, 
of the total export price of £40 per 
ton, £9 accrued to the Government in 
the form of export duties and sur- 
taxes. A large part of the country’s 
foreign exchange proceeds accrued to 
the Siamese Government through its 
requirement that all foreign exchange 
proceeds from the export of rice be de- 
livered to the Bank of Siam, millers 
and traders accepting payment in bahts 
at the official rates of exchange of 10 
to the dollar. The open-market rates 
of around 20 to the dollar, however, 
much more nearly refiected production 
and operating cost in the rice trade. 
In case of rice shipments made for 
sterling, millers or exporters were per- 
mitted to utilize 10 percent of their 
baht proceeds to purchase pounds 
sterling at the official rate of exchange. 
No similar provision was made, how- 
ever, in the case of dollars, all dollar 
proceeds being retained by the Siam- 
ese Government. 

Although the most significant feature 
of Siam’s agricultural policy concerns 
the improvement of rice production, 
plans have been made, and to some 
extent implemented, to provide veterin- 
ary services, establish experimental 
plant breeding stations, extend irriga- 
tion, and to give financial and other 
aid to farmers. Some planning was 
devoted to diversification of crops, 
which might offer promise of security 
against bad rice-crop years or possible 
future overproduction. 

Rubber:—1948 was the best year the 
Siamese rubber industry ever experi- 
enced. Area under planting was prob- 
ably not in excess of 440,000 acres and 
may have been considerably less. 
Complete production figures are not 
available, but the consensus of the 
Rubber Study Group indicated output 
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at 70,000 tons. Production is chiefiy 
from small holdings, and if planted 
area amounted to 440,000 acres and 
production equalled the 471 pounds per 
acre attained by Malayan small hold- 
ers, output may have been in excess 
of 92,000 tons. 

Rubber exports from Siam amount- 
ed to 95,913 tons in 1948, compared 
with 52,558 tons in 1947. Some of this 
rubber is known to have come into 
Siam from Malaya and Sumatra but 
there is no record of such imports. 
Malaya reported exports of only 153 
tons to Siam in 1948. 

United States imports of rubber from 
Siam rose to 80,555 tons in 1948 from 
11,767 tons in 1947, Siam ranking third 
among United States sources of crude 
rubber imports for the year. Malayan 
imports of Siamese rubber for the 
period amounted to 12,800 tons, com- 
pared with 36,253 tons in the preced- 
ing year. 

The outlook for Siam’s rubber in 
1949 depends to some extent on poli- 
tical developments in Indonesia, 
Malaya, and Indochina. If conditions 
should permit maximum production 
and exports from the first two of these 
areas, world supplies might be at the 
point to cause a further decrease in 
prices unless buying should be stimul- 
ated by major stock-piling programs. 

Other Agricultural Products:—Output 
of flue-cured tobacco for 1948-49 was 
estimated at 8,492,000 pounds, compar- 
ed with 7,252,346 pounds a year earlier. 
Area under cultivation in 1948 was 
28,866 acres with Virginia flue-cured 


varieties. The Tobacco Monopoly, 
which controls tobacco at all stages, 
operates nine plantations producing 


annually about 4,000,000 pounds of 
Virginia-type tobacco, and is the sole 
purchaser of privately produced flue- 
cured crops. 

Reports on production of sugar in 
1948 vary so widely that no reliable 
estimate can be given. The Siamese 
Government has long been interested 
in promoting sugar production in order 
to cut down on imports, but commer- 
cial sugar is produced chiefly in only 
one district in the north. Sugarcane is 
widely grown, but some of it is eaten 
raw, and most of the remaining con- 
verted into a crude product for local 
consumption among indigenous inhabit- 
ants. Demand for commercial-grade 
sugar, which is limited, was not met 
by local production. Imports for the 
January-October period, chiefly from 
Indonesia, amounted to 9,165 tons. 

Information is not available as to 
output of minor crops such as_ soy- 
beans, sesame seeds, coconuts, ground 
nuts (peanuts), and cotton. A num- 
ber of these commodities figured in 
Siam’s trade with other southeast 
Asian countries in 1948, particularly 
Malaya, and contributed appreciably to 
the volume of secondary exports. 


MINING 

Production of tin ores (72 percent 
tin content) in 1948 was estimated at 
5,000 long tons. By the end of the 
year 10 dredges were in operation, with 
monthly production estimated at 900 
tons. In 1940, 41 dredges were in 
operation, with average monthly out- 
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put of 1,500 tons. Twenty-one dredges 
were under repair at the end of 1948 
(the remaining 10 having been dis- 
mantled or sold for scrap), and as 
these are brought back into produc- 
tion, output of tin ores is expected* to 
increase. Wartime dislocation of the 
tin-mining industry was serious. - The 
Siamese Government through an offi- 
cial organisation operated some of the 
larger properties, but many of the 
small independent producers. closed 
down. Monthly output dropped to 200 
tons of ores in 1945. 

Administrative and procedural diffi- 
culties faced the industry after the war 
ended. Arrangements had to be made 
to compensate British and Australian 
owners for war losses, and provisions 
were necessary for disposition of stocks 
of metal and ores which had accrued. 
Equipment had to be repaired or re- 
placed. Because of these and other 
retarding factors, production in 1946 
was negligible although there were 
stocks of both metal and ores then be- 
coming available for export to the 
United States and the British under 
provisions of a Tin Agreement signed 
late in 1946. There are no reliable 
estimates for production of tin ores in 
1947, although the figure of 2,000, as 
well as smaller ones, has been used. 

United States Embassy sources in 
Bangkok indicate that 6,325 long tons 
of tin and tin content of ores (cal- 
culated at 72 percent) were exported 
to the United States in 1948, with a 
total valuation of $12,679,692. Malayan 
‘statistics indicate that 2,290 tons of tin 
ores, representing 1,649 tons of metal, 
were imported from Siam in 1948 with 
‘total value in the equivalent of 
‘US$3,705,434, c.if., which would repre- 
sent a Siamese export value of $3,368,- 
577. Thus it appears that Siam’s total 
exports of tin in 1948 amounted to 
about 7,974 tons with total value 
slightly in excess of $16,000,000. In 
1947, exports were estimated at 9,983 
tons of tin and tin content of ore, with 
shipments to the United States amount- 
ing to 7,911 tons valued at $12,812,137, 
and exports to Malaya of 2,072 tons 
valued at $3,300,335, c.if. or a Siam- 
ese export value slightly in excess of 
$3,000,000. 

Siam’s tin production is of particular 
interest to the United States since the 
fine-quality ores are suitable for the 
‘Texas City smelter. Before the war 
Siamese tin ores were smelted chiefly in 
Malayan smelters, which have again 
entered the Siamese market, offering 
also United States dollars in payment. 
Some purchases have. already been 
made with dollars. 

There are no statistics available to 
show production of other minerals, but 
output is known to have been small. 
Estimates indicate that production in- 
‘cluded 192 long tons of antimony (60 
percent average content); 600 long tons 
of wolframite (65 percent average con- 
tent); and 15 tons of gypsum (85 per- 
cent average content). Of these three, 
wolframite was the only one exported, 
35 tons having been shipped to the 
United States during the year. 

While iron ores known to be in exis- 
tence in Siam are not considered to be 
commercial grade, the country’s one 


cement company, which is foreign- 
owner, received authorization to work 
iron ore deposits in the Lop Buri Dis- 
trict. At the end of 1948 the company 
was constructing a small foundry for 
the manufacture of iron bars to be 
used for reinforcing cement. Blast 
furnaces and other necessary equip- 
ments were on order in Belgium, 
Luxembourg, and Switzerland. 


FORESTRY 


Although teak is, and has long been, 
the fourth important export commodity 
in Siam, there is no information on 
1948 production even pretending to 
accuracy or completeness. Approxi- 
mately 24,000 square miles of teak 
forests are being worked (while an 
area of about the same size rests for 
reforestation purposes), 37 percent of 
which is under operation by a Govern- 
ment company. Production in 1947 
was estimated at 62,000 tons of 50 cubic 
tons each, compared with 83,000 tons 
before the war. There is no informa- 
tion on volume of exports. Siamese 
statistics show that shipments through 
the Port of Bangkok in the calendar 
year 1948 were valued at 85,726,988 
baht, compared with 55,935,808 baht in 
.1947, While there might have been 
some small increase in price, it appears 
that exports in 1948 were well above 
those in 1947. 

Early in 1948 the Siamese Minister 
of Agriculture announced that there 
was no likelihood of the Government’s 
nationalizing the forest industry. 
Throughout the year, however, reports 
persisted that the teak industry would 
be nationalized, the step to be effected 
gradually, as existing leases, upon ex- 
piration, would not be renewed. 

Production of sticklac in the north 
and northeast sections of Siam, where 
it has long been important in regional 
economy, amounted to 15,000 tons in 
1949. About 6,000 tons of this product 
were exported in crude form, some be- 
ing utilized in local plants for produc- 
tion of seedlac and shellac, of which 
2,000 and 3,000 tons, respectively, were 
exported. 


INDUSTRIAL PRODUCTION 


There is little information on Siam- 
ese industrial production for 1948, 
limited to output of a few products 
which go chiefly into local consump- 
tion to supplement imports. Two ce- 
ment plants operated by a Danish com- 
pany produced an estimated 80.000 
tons of cement. There was _ limited 
production of alcoholic beverages from 
one large Government-owned plant 
and other small plants, producing 
chiefly local types of beverages from 
rice. Outout from two small paper 
factories in nowise met requirements 
for paper in 1948. Requirements in 
1949 are expected to be even greater, 
in view of an anticipated increase in 
newspaper circulation and wider de- 
mands upon paper bag manufacturers. 

Cigarette production. carried out by 
the Tobacco Monopoly, reached an 
estimated 12,000,000 daily in 1948. 

No data are available on 1948 pro- 
duction of bricks and tile, soft drinks, 
matches, candles, furniture, and other 
items. 
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TRANSPORTATION 

Rehabilitation of Siam’s export in- 
dustries has not been matched by re- 
construction of railway transport, 
which is inefficient as compared with 
prewar standards. Considerable plan- 
ning has been done toward railway 
reconstruction, however, and procure- 
~m=2n, of the necessary materials from 
aboard has been a major aim of the 
Siumese Government. The first con- 
tract under the trade agreement signed 
between Siam and SCAP late in 1948 
was for railways rolling stock. 

With somewhat greater political 
stability than many of its neighbours 
in southeast Asia, Siam assumed in 
1949 greater importance as a_ civil 
aviation center, with United States, 
Dutch, British, Norwegian, Chinese, 
French, Malayan, and Siamese com- 
panies operating internationally through 
Bangkok. A Philippine company and 


two Indian companies were  in- 
terested in establishing new air 
services which would include Bang- 
kok in the itineraries, and some 
established companies increased 
schedules. The significant feature of 


air service operations during the latter 
months of 1948 and the first part of 
1949 was the growth of regional sched- 
ules developed by companies incor- 
porated in southeast Asian countries. 

The Siamese Government announced 
that concessions would be awarded to 
private interests for the construction of 
five new harbours—two near the mouth 
of the Menam River, and three in the 
tin and rubber districts in the south. 
Tin shipments were made from Rhuket 
in the tin district on the west coast of 
the Siamese peninsula and, except 
during the winter monsoon season, 
rubber was shipped from Songkhla. 
These ports are actually only road- 
steads which permit lighterage to large 
vessels, 
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Reports from Bangkok 


(From Our Correspondent.) 


Merchants & the Government 


A special meeting of a number’ of 
merchants with members of the Thai 
Government headed by Premier Mar- 
shal Phibul Songkram was held re- 
cently in Bangkok to discuss some of 
the abuses of which traders complain. 
The meeting was interesting in that it 
showed a desire on the part of the 
Government to have any grievances 
aired and to gain a better understand- 
ing of the difficulties facing traders. 
It has been evident for some time that 
a general all round readjustment is be- 
coming urgent. 

At the meeting the Premier urged 
the merchants to form a group which 
could press the Government for im- 
provements, make suggestions and also 
put forward complaints. The idea ap- 
pears to be sound should the merchants 
have the power to put forward grie- 
vances and difficulties. At the same 
time some doubt seems to exist as to 
whether such a group would achieve 
any good and it was stressed that until 
the merchants become more coopera- 
tive between themselves little can be 
accomplished towards improving the 
standard of business transactions. That 
the Government is, however, showing 
some readiness to improve matters is 
evidenced by the formation of a com- 
mittee to investigate alleged corruption 
in the Customs, which is apparently 
causing considerable loss to the Gov- 
ernment on import duties. 


Immigration 


The advance of the Chinese commu- 
nists southward is giving Thailand an 
opportunity to welcome foreign capital 
and the Government seems ready to do 
this with certain reservations to pro- 
tect home industries. Several indus- 
trial projects are about ready to be put 
into operation when the question of 
imported skilled labour is solved. This 
question is bringing the immigration 
law under review, which is thought to 
be especially vital at this moment 
when the need for keeping out un- 
desirable aliens is strongly advocated. 

Under the present system the quota 
for each country is 200 and apparently 
this will not be changed, but the new 
immigration law not only forbids aliens 
from entering the country without pro- 
per passport visas but also stipulates 


that they must have a guarantee of 
employment. Failing this the alien 
must have sufficient money to live upon 
without becoming a burden to the 
State. Any alien can also be deported 
if found to be engaged in activities con- 
sidered harmful to the country. In 
order to give emphasis to this ruling 
and to ensure against infringement any 
shipping firm bringing in aliens with- 
out fulfilling the necessary require- 
ments will be liable to a fine of from 
500 to 5,000 baht while the aliene them- 
selves would be liable to a similar fine. 
Those helping aliens to enter unlaw- 
fully would be liable to a heavy fine 
and imprisonment. 


Foreign Loans 


Not only are immigration laws to be 
more rigidly enforced as a means of 
keeping out undesirable elements, but 
the Government is also anxious to 
obtain foreign loans to hasten indus- 
trial developments in Thailand itself as 
a means of creating greater prosperity. 

The Government has announced that 
a sum of £5 million sterling is re- 
quisite. The request is to be laid be- 
fore the next meeting of the Interna- 
tional Bank and International Mone- 
tary Fund for consideration. It is 
hoped that as Thailand succeeded in 
balancing her budget last fiscal year — 
a feat which few countries, succeeded 
in doing, there is some possibility that 
the loan may be granted, especially in 
view of the need for keeping commu- 
nism beyond its borders. The loan 
would be earmarked almost exclusive- 
ly for the building of railways and for 
irrigation schemes which are very bad- 
ly needed especially in the recovery 
and preservation of large tracts of 
country suitable for rice production. 
Rice 

The figures for rice exports for the 
past few months have been showing a 
steady decline. The August figures of 
43,767 tons are the lowest since August 
1946; in July exports amounted to 
78,867 tons. Rice exports to Malaya 
during August amounted to 14,770 tons; 
Netherlands East Indies came second 
with 11,900 tons; Japan third with 
10,800 while China took 1,800 tons and 
Hongkong 209 tons. 

Foreign exchange earnings from rice 
exports between January 1 and August 
31 are as follows: £27,104,205, US$ 
26,269,726 including $8,014,866 credited 
under the Japan account and Swiss 
Frs, 1,043,732. 


India is the largest importer of Thai 
rice this year, having received 245,137 
tens up till August 31; Malaya is 
second with 162,925 tons. Of the 
others, Netherlands East Indies impor- 
ted about 95,769 tons; China (under 
American aid) 77,000 tons; Ceylon 
54,058 tons; Hongkong 35,285 tons; the 


Philippines 35,229 tons; the United 
Kingdom 26, 100 tons, Holland 14,000 
tons; Sarawak 13,401 tons; North 


Borneo 7,315 tons; Norway 4,200 tons; 
China (shipped by the Chinese govern- 
ment) 3,289 tons; Eire 2,781 tons; 
Sweden 2,599 tons; Switzerland 1,293 
tons; the United Nations International 
Children’s Emergency Fund 1,250 tons; 
Indonesian Republic 1,000 tons; Czecho- 
slovakia 700 tons. 


Exports outside I.E.F.C. allocations 
for the same period included 8,178 tons 
. Grade C rice and 6,977 tons of infest- 
ed rice. 


Bank Note Circulation 


During the week ending August 11, 
there was a total of 2,457,550,729 baht 
in actual circulation ‘throughout the 
country, compared to 2,471,856,273 baht 
during the previous week. 


During the week ending August 4, the 
Bank of Thailand kept 90,307,431 baht 
in its Banking Department, while dur- 
ing the week ending August 11 the 
Bank had 104,612,975 baht in the de- 
partment. Including this sum the 
total number of notes within the coun- 
try was 2,562,163,704 baht. Against 
the amount the Bank of Thailand holds 
equal backing including 711,231,159 
baht in securities, 147,000,000 baht in 
other assets, 934,868, 785 baht in foreign 


currencies and 769, 063, 760 baht in gold 
bullion, 
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THAILAND — USA SHIPPING 


There are direct shipping’ services 
between Thailand and the United 
States by vessels of the Isthmian, Is- 
brandtsen and Lykes Line, as well as 
by vessels of the Netherland Line, 
Royal Rotterdam Lloyd and . Holland 
America Line who are regularly call- 
ing at East and West Siamese ports, 
where cargo is loaded for direct ship- 
ment to Canada, Atlantic ports of the 
U.S.A, and the Gulf of Mexico. 


